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THIBTY-HOUK  WOKK  WEEK 


THURSDAY,  JAMTUAIIY  31,  1936 

United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington^  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  10:30  a.  m.,  in  the 
Caucus  Room,  318  Senate  Office  Building,  Senator  M.  M.  Neely 
(chairman  of  subcommittee)  presiding. 

Present:  Senators  Neely  (presiding),  Hatch,  McCarran,  and 
Austin. 

Present  also:  Hon.  Hugo  L.  Black,  Senator  from  the  State  of 
Alabama. 

Senator  Neely  (presiding).  This  is  a  subcommittee  of  the  Commit- 
tee on  the  Judiciary,  to  which  was  referred  the  so-called  "Black 
Thirty-hour  bill,"  S.  87.  The  bill  may  be  inserted  in  the  record  at 
this  point. 

(S.  87  is  here  printed  in  full,  as  follows:) 

[S.  87,  74tb  Cong.,  1st  sess.] 

A  BILL  To  prevent  the  shipment  in  interstate  commerce  of  certain  articles  aixi  commodities,  in  connec- 
tion with  which  persons  are  employed  more  than  five  days  per  week  or  six  hours  per  day,  and  prescrib- 
ing certain  conditions  with  respect  to  purchases  and  loans  by  the  United  States,  and  cedes,  agreements, 
and  licenses  under  the  National  Industrial  Recovery  Act. 

Whereas  interstate  commerce  among  the  people  of  the  various  States  has 
been  and  is  now  burdened,  hampered,  and  clogged  by  a  patent  and  continued 
idleness  of  workers  as  well  as  the  mechanical  appliances  and  implements  of 
production;  and 

Whereas  this  continued  idleness  of  men  and  machines  has  necessarily  resulted 
in  imposing  the  burden  of  feeding  and  supporting  more  than  eighteen  million 
people  upon  that  part  of  our  people  who  do  work  and  produce,  which  condition 
is  unjust  to  those  who  work  and  those  who  cannot  obtain  work;  and 

Whereas  interstate  commerce  and  trade  can  best  be  revived,  and  the  comfort 
and  happiness  of  the  people  can  best  be  produced  by  an  economic  readjustment 
that  supplies  people  jobs  with  wages,  rather  than  charity  without  jobs;  and 

Whereas  under  our  economic  system  production  is  stifled  when  purchasers 
with  ability  to  buy  are  lacking,  and  is  stimulated  to  action  by  purchasers  with 
money;  and 

Whereas  our  private  productive  system  is  dependent  for  its  own  customers 
chiefly  upon  its  own  employees,  who  cannot  buy  the  output  of  the  system  unless 
producers  give  them  jobs  at  wages  adequate  to  exchange  for  the  products;  and 

Whereas  private  business  has  not  been  able,  and  is  not  now  able,  to  give  jobs 
to  those  who  need  them,  on  past  or  existing  hours  of  labor;  and 

Whereas  business  chaos,  bankruptcies,  insolvencies,  misery,  destitution,  and 
want  have  resulted,  and  the  American  people  have  been  deprived  of  the  incal- 
culable advantages  and  benefits  of  the  abundance  of  goods,  commodities,  and 
services  idle  machines  and  idle  people  could  have  produced  if  put  to  work:  Now^ 
therefore,  in  order  to  provide  a  fairer  and  more  nearly  balanced  income;  to  put 
idle  machines  and  people  to  work;  to  increase  the  purchasing  power  of  the  people 
and  thereby  stimulate  production  to  capacity;  to  revive  languishing  commerce 
and  trade;  and  to  promote  the  happiness  and  comfort  of  the  people 
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Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  no  article  or  commodity  shall  be  shipped, 
transported,  or  delivered  in  interstate  or  foreign  commerce,  which  was  produced 
or  manufactured  in  any  mine,  quarry,  mill,  cannery,  workshop,  factory,  or 
manufacturing  establishment  situated  in  the  United  States,  in  which  any  person, 
except  officers,  executives,  and  superintendents,  and  their  personal  and  immediate 
clerical  assistants,  was  employed  more  than  five  days  in  any  week  or  more  than 
six  hours  in  any  day:  Provided,  That  upon  the  submission  of  satisfactory  proof  of 
the  existence  of  special  conditions  in  any  industry  included  herein,  making  it 
necessary  for  certain  persons  to  be  employed  more  than  five  days  in  any  week  or 
more  than  six  hours  in  any  day,  the  Secretary  of  Labor,  or  his  duly  selected 
representatives,  may  issue  exemption  permits  with  respect  to  such  persons, 
relieving  the  employer  from  the  provisions  of  this  Act  with  reference  to  such 
persons. 

Sec.  2.  (a)  No  article  or  commodity  shall  be  purchased  by  the  United  States, 
or  any  department  or  organization  thereof,  from  any  business  enterprise  operating 
contrary  to  any  provision  of  this  Act,  or  if  such  article  or  commodity  was  pro- 
duced or  manufactured  in  any  mine,  quarry,  mill,  cannery,  workshop,  factory,  or 
manufacturing  establishment  situated  in  the  United  States,  in  which  any  person, 
except  officers,  executives,  and  superintendents,  and  their  personal  and  imme- 
diate clerical  assistants,  was  employed,  after  the  date  this  Act  takes  effect,  more 
than  five  days  in  any  week  or  more  than  six  hours  in  any  day. 

(b)  Each  contract  made  with  a  contractor  for  any  public  work  shall  contain  a 
provision  that  the  contractor  will  buy  no  article  or  commodity  to  use  on  or  in 
any  public  work  from  any  business  enterprise  violating  any  of  the  terms  or  pro- 
visions of  this  Act,  and  will  buy  no  article  or  commodity  which  was  produced 
in  any  mine,  quarry,  mill,  cannery,  workshop,  factory,  or  manufacturing  estab- 
lishment situated  in  the  United  States,  in  which  any  person,  except  officers, 
executives,  and  superintendents,  and  their  personal  and  immediate  clerical 
assistants,  was  employed  more  than  five  days  in  any  week  or  more  than  six  hours 
in  any  day. 

Sec.  3.  (a)  No  governmental  agency  shall  make  or  renew  any  loan  to  any 
employer  of  labor  in  any  mine,  quarry,  mill,  cannery,  workshop,  factory,  or 
manufacturing  establishment  situated  in  the  United  States,  in  which  any  person, 
except  officers,  executives,  and  superintendents  and  their  personal  and  immediate 
clerical  assistants,  was  employed  more  than  five  days  in  any  week  or  more  than 
six  hours  in  any  day. 

(b)  On  and  after  the  effective  date  of  this  Act,  any  such  employer  of  labor  who 
applies  for  a  loan  from  any  such  governmental  agency  shall  agree  at  the  time  of 
making  application  for  such  loan  that  so  long  as  he  is  indebted  to  the  United 
States  he  will  not  permit  any  person,  except  officers,  executives,  and  superin- 
tendents and  their  personal  and  immediate  clerical  assistants,  to  work  more  than 
five  days  in  any  week  or  more  than  six  hours  in  any  day.  In  the  event  that 
there  is  a  violation  by  any  such  employer  of  his  agreement,  the  full  amount  of 
the  unpaid  principal  of  the  loan  made  to  such  employer  shall  be  immediately 
payable. 

Sec.  4.  (a)  On  and  after  the  date  this  Act  takes  effect,  every  code  of  fair 
competition,  agreement,  and  license  approved,  prescribed,  or  issued  under  title  I 
of  the  National  Industrial  Recovery  Act  shall  contain  a  condition  that  the 
employers  covered  by  such  code,  agreement,  or  license  shall  not  employ  any 
person,  except  officera,  executives,  and  superintendents  and  their  personal  and 
immediate  clerical  assistants,  more  than  five  days  in  any  week  or  more  than  six 
hours  in  any  day. 

(b)  Every  such  code,  agreement,  and  license  heretofore  approved,  prescribed, 
or  issued  under  title  I  of  such  Act  shall  be  deemed  to  be  amended  so  as  to  include 
a  provision  corresponding  to  that  prescribed  in  subsection  (a)  of  this  section. 

Sec.  5.  On  and  after  the  date  this  Act  takes  effect,  it  shall  be  unlawful  for  any 
employer  subject  to  any  of  the  provisions  of  this  Act  to  reduce,  directly  or  indi- 
rectly, the  daily,  weekly,  or  monthly  wage  rate  in  effect  on  such  date  (or,  i!i  the 
case  of  an  applicant  for  a  loan  from  a  governmental  agency,  on  the  date  his 
application  is  submitted)  with  respect  to  any  of  his  employees  until  a  reasonable 
opportunity  has  been  afforded  to  his  employees,  through  representatives  of  their 
own  choosing  by  a  majority  vote,  to  meet  with  the  employer  or  his  representatives 
and  to  discuss  and  consider  fully  all  questions  which  may  arise  in  connection  with 
the  reduction  of  such  wage  rate. 

Sec.  6.  Any  person  who  violates  any  of  the  provisions  of  this  Act,  or  who  fails 
to  comply  with  any  of  its  requirements,  shall  upon  conviction  thereof,  be  fined  not 
less  than  $200,  or  be  imprisoned  for  not  more  than  three  months,  or  both. 
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Sec.  7.  (a)  This  Act  shall  become  effective  thirty  days  after  the  date  of  its 
enactment,  and  it  shall  not  apply  to  commodities  or  articles  produced  or  manu- 
factured prior  to  its  effective  date. 

(b)  Nothing  in  this  Act  shall  be  construed  to  apply  to  agricultural  or  farm 
products  processed  for  first  sale  by  the  original  producer. 

(c)  This  Act  shall  remain  in  force  for  two  years  after  the  date  it  becomes 
effective. 

Sec.  8.  If  any  provision,  clause,  or  paragraph  of  this  Act,  or  the  application 
thereof  to  any  person  or  circumstances,  is  held  invalid,  the  remainder  of  the 
Act,  and  the  application  of  such  provision,  clause,  or  paragraph  to  other  persons 
or  circumstances,  shall  not  be  affected  thereby. 

Senator  Neely.  The  subcommittee  has  convened  to  hear  those 
who  wish  to  speak  for  or  against  the  bill.  We  shall  be  glad  to  hear 
from  Senator  Black,  the  author  of  the  measure. 

STATEMENT  OF  HON.  HUGO  L.  BLACK,  A  SENATOE  FROM  THE 

STATE  OF  ALABAMA 

Senator  McCarren.  Senator  Black,  I  am  a  member  of  the  Com- 
mittee on  Appropriations  and  may  have  to  leave  for  a  short  time  to 
attend  a  brief  meeting  of  that  committee.  I  hope  you  will  not  feel 
it  a  discourtesy,  but  it  is  a  necessity.  I  will  get  back  as  soon  as  I 
can. 

Senator  Black.  That  is  quite  all  right. 

Senator  Neely  (presiding).  You  may  proceed.  Senator  Black. 

Senator  Black.  Mr.  Chairman  and  gentlemen  of  the  committee, 
I  assume  the  first  thing  to  do  with  reference  to  this  bill  is  to  refer  to 
the  mechanics  of  the  measure,  and  I  do  that  so  that  it  might  be  thor- 
oughly understood  by  the  cormnittee  as  to  just  what  the  objects  and 
purposes  of  the  bill  are,  as  I  conceive  them. 

This  is  a  different  measure  from  the  one  which  was  originally  offered ; 
it  is  different  in  that  it  has  a  broader  scope.  Also,  it  will  have  a 
broader  field  in  which  to  operate.  The  original  idea  introduced  in  the 
30-hour  work  bill,  which  was  taken  up  and  passed  by  the  Senate  at 
the  last  session,  still  remains  in  this  measure.  The  objective  is  the 
same,  the  difference  being  that,  in  addition  to  the  field  covered  by  the 
original  measure,  this  one  is  broader  and  includes  more  industries  and 
activities. 

The  beginning  of  this  bill  is  a  series  of  "whereases"  intended  to 
explain  the  objects  and  piu-poses  of  the  bill  and  its  extent,  and  also 
intended  to  show  its  relationship  to  interstate  commerce. 

The  first  paragraph  of  the  bill,  found  on  pages  2  and  3,  is  essentially 
the  same  as  the  paragraph  in  the  original  30-hour  week  bill  which  was 
passed  by  the  Senate.  This  one  relates  to  goods  and  commodities 
shipped,  transported,  or  delivered  in  interstate  commerce.  There- 
fore, it  is  intended  to  come  under  that  clause  of  the  Constitution 
authorizing  the  Congress  to  enact  legislation  to  regulate  interstate 
commerce. 

I  believe  probably  most  of  the  Senators  were  here  when  we  had 
that  measure  up  originally,  and  are  familiar  with  the  arguments  that 
were  presented  in  connection  with  that  particular  phase  of  the  bill. 
In  other  words,  this  paragraph  simply  and  briefly  provides  that  no 
article  or  commodity  shall  be  shipped,  transported,  or  delivered  in 
interstate  commerce  which  is  produced  or  manufactured  in  certain 
names  business  enterprises,  in  which  any  person,  with  certain  limited 
exceptions,  is  employed  more  than  5  days  in  any  1  week  or  more 
than  6  hours  in  any  day. 
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Senator  Austin.  May  I  ask  a  question  at  this  point? 
Senator  Black.  Certainly. 

Senator  Austin.  I  notice  in  your  statement  the  word  "foreign'* 
was  omitted.     I  was  interested  in  that.     Was  it  intentional? 

Senator  Black.  Yes.     It  was  omitted  from  the  original  bill.    It 
was  never  included  in  the  original  bill. 

There  is  contained  in  this  paragraph,  as  in  the  other  bill  which  was 
passed  by  the  Senate,  a  provision  that  upon  the  submission  of  satis- 
factory proof  of  the  existence  of  special  conditions  in  any  industry 
included  in  it,  making  it  necessary  for  certain  persons  to  be  employed 
more  than  the  prescribed  hours,  the  Secretary  of  Labor  or  duly  se- 
lected representative  may  issue  exemption  permits  with  reference  to 
such  person.  It  will  be  noted  that  this  exemption  does  not  apply  to 
industries.  It  was  originally  placed  in  the  measure  and  was  origi- 
nally discussed  in  the  Senate  on  the  basis  that  there  would  be  certain 
people  engaged  in  activities  of  such  kinds  and  at  such  times  that  it 
would  be  necessary  for  them  to  work  more  than  6  hours  per  day. 
For  instance,  in  case  there  was  a  break-down  in  any  plant,  such  neces- 
sity might  well  arise.  I  mention  that  as  one  example  of  the  possibility 
of  an  emei^ency.  It  is  not  contemplated  by  this  exemption,  nor  was 
it  in  the  original  exemption,  to  give  any  general  broad  powers  with 
reference  to  exemptions,  it  being  the  fundamental  idea  underlying 
this  bill  that,  in  order  that  a  shorter  week  and  work  day  could  be 
effective,  it  must  be  broad  and  general  in  its  scope ;  and  its  effective- 
ness can  be  absolutely  destroyed  by  the  granting  of  exemptions  to 
industries.  And  it  was  thought  in  addition  to  that  that  it  would  be 
more  fair  to  the  entire  industrial  set-up  to  have  a  uniform  number  of 
hours  per  day  and  per  week,  but  it  was  realized  that  in  spite  of  that 
fact  there  would  be  special  circumstances  and  conditions  which  might 
require  that  certain  persons  be  exempted. 

That,  in  brief,  Mr.  Chairman,  is  the  mechanical  part  of  the  first 
paragraph,  which  is  based,  as  I  stated,  on  the  constitutional  clause 
giving  the  Congress  the  right  to  regulate  interstate  commerce. 

The  second  paragraph,  or  section  2,  is  a  new  paragraph,  which  is 
not  based  on  the  interstate  commerce  clause.  The  argument  of  those 
who  originally  believed  that  the  Congress  did  not  have  the  power  to 
pass  the  first  paragraph  would  not  apply  to  the  power  to  pass  the 
second  paragraph.  The  second  paragraph  simply  provides  that  no 
arricle  or  commodity  shall  be  purchased  by  the  United  States  or  any 
department  or  organization  of  the  United  States  from  any  enterprise 
operating  contrary  to  any  of  the  provisions  of  this  act,  or  if  such 
article  or  commodity  was  produced  or  manufactured  in  any  mine, 
quarry,  mill,  canneiy,  workshop,  factory,  or  manufacturing  establish- 
ment*^ in  which  the  employees  were  required  to  work  more  than  6 
hours  per  day  or  30  hours  per  week.  This  paragraph,  therefore,  is 
based  upon  the  right  of  the  United  States  Government  to  buy  its 
goods  or  commodities  from  such  persons  or  corporations  as  it  sees 
fit  and  upon  such  terms  and  conditions  as  it  may  require. 

If  the  committee  should  desire  at  any  time  before  it  completes  its 
hearings,  I  will  be  glad  to  give  you  opinions  which,  in  my  judgment, 
make  the  power  of  Coftgress  to  pass  this  particular  feature  beyond 

any  doubt. 

Now,  in  paragraph  (b)  of  the  same  section,  an  additional  provision 
is   made   that   any   contract   made   with   any    contractor    for    any 
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public  works  shall  contain  a  provision  that  the  contractor  wiU  buy 
no  article  or  commodity  to  use  or  in  any  public  work  from  any  business 
enterprise  violating  any  of  the  terms  or  provisions  of  this  act;  that  is, 
any  contract  made  by  the  Government  with  any  contractor  shall 
contain  such  a  provision.  It  contains  the  further  provision  m  sub- 
stance that  such  contractor  will  buy  no  article  or  commodity  to  use 
on  any  public  work  which  was  produced  contrary  to  ihe  terais  of  this 
act  requiring  a  30-hour  week  and  a  B-hour  day.  This  subdivision  of 
the  paragraph,  therefore,  is  based  upon  the  same  power  of  Congress, 
and  was  intended  to  be  based  upon  the  same  power  of  Congress, 
which  gives  it  the  right  to  determine  the  provisions  of  contracts  to 
be  made  by  the  Government  for  the  purchase  of  goods  or  commodities. 
Section  3  is  based  upon  an  entirely  different  idea,  except  as  to  the 
objective  to  be  attained.  The  Government,  through  various  agencies 
like  the  Reconstruction  Finance  Corporation,  has  embarked  ui>on 
the  business  of  making  loans  to  various  kinds  of  business  activities. 
I  assume  that  there  will  be  but  Httle  question  that  the  Government, 
as  any  private  banking  institution  or  private  individual,  would  have 
a  right  to  make  those  loans  on  such  terms  and  conditions  as  it  saw  fit. 
this  section  3,  therefore,  provides  that  no  governmental  agency  shail 
make  or  renew  any  loan  to  any  employer  in  any  of  the  various  kinds 
of  business  outlined,  or  whose  employees  are  required  to  work 
more  than  5  days  in  any  1  week  or  6  hours  in  any  1  day.  That  is 
contained  in  paragraph  (a)  of  section  3.  In  other  words,  this  para- 
graph (a)  of  section  3  is  based  upon  the  right  of  the  Government  to 
require  a  30-hour  week  and  a  6-hour  day  as  a  condition  to  making 

loans.  ,  .  ,   .     .    .1  T.J-  • 

Subdivision  (b)  of  the  same  section  3,  which  is  similar  to  subdivi- 
sion (a),  provides  that  after  this  act  has  been  passed  any  employer 
of  labor  who  appUes  for  a  loan  shall  agree  at  the  time  of  making  the 
application  for  the  loan  that  he  will  abide  by  these  provisions  and  will 
not  work  his  employees  over  30  hours  a  week  or  6  hours  a  day. 

Section  4  covers  another  field,  which  has  the  same  oJDJective — a 
30-hour  week.  It  provides  that  on  and  after  the  effective  date  of 
this  act,  every  code  made  under  the  National  Recovery  Act  shall 
contain  a  provision  that  the  employees  covered  by  the  code  shall 
abide  by  the  terms  and  provisions  of  this  act  with  reference  to  the 
30-hour  week  and  the  6-hour  day.  That  is  contamed  in  subdivision 
(a)  of  section  4.  j         i  •  i_ 

Subdivision  (b)  goes  a  step  further  and  provides  that  codes  which 
have  been  heretofore  made  shall  be  deemed  to  be  amended  so  as  to 
include  these  provisions  for  a  30-hour  week  and  6-hour  day. 

Those  are  the  paragraphs  and  sections  which  relate  to  the  coverage 
of  this  act  or  to  the  field  within  which  it  will  operate. 

Section  5  is  intended  to  protect  the  employee  in  his  wages.  Assum- 
ing that  the  committee  shall  report  favorably  and  the  Senate  shall 
pass  the  bill,  and  it  shall  become  a  law,  containing  these  provisions 
for  a  30-hour  week  and  6-hour  day,  the  next  question  is.  What  will 
occur  to  the  workers?  They  will  want  to  know  whether  or  not  their 
wages  are  to  be  increased  or  decreased.  It  is  my  objective  to  increase 
the  aggregate  wages  received  by  thos^  who  work.  In  other  words,  I 
do  not  offer  this,  and  have  never  offered  it,  as  simply  a  share-tlie-work 
piece  of  legislation.  I  have  offered  it,  for  reasons  whifch  I  shall  here- 
after state,  with  the  idea  that  it  shall  increase  the  aggregate  purchasing 
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Eower  of  those  who  must  buy  the  goods  and  commodities  produced 
y  our  vast  productive  machinery.  Therefore,  I  desire  to  protect  the 
wages  of  those  who  work  the  30  hours. 

To  that  end  I  have  included,  this  time,  section  5,  which  provides 
that  on  and  after  the  date  the  act  takes  effect  it  shall  be  unlawful  for 
any  employer,  subject  to  the  provisions  of  either  one  of  the  paragraphs 
of  this  act,  to  reduce,  directly  or  indirectly,  the  daily  wage  rate  or  the 
weekly  or  monthly  wage  rate  in  effect  on  such  date,  with  respect  to 
any  of  his  employees,  until  a  reasonable  opportunity  has  been  afforded 
to  his  employee,  through  representatives  of  their  own  choosing  by  a 
majority  vote,  to  meet  with  the  employer  or  his  representatives  and 
discuss  and  consider  fully  and  freely  all  questions  which  may  arise 
in  connection  with  the  reduction  of  such  wage  rate. 

I  assume  that,  so  far  as  all  the  paragraphs  are  concerned,  except 
the  first,  which  relates  to  the  interstate-commerce  feature,  unless  it 
would  be  the  section  with  reference  to  codes,  there  will  be  little  ques- 
tion raised  as  to  the  power  or  the  right  of  Congress,  so  far  as  its  con- 
tracts or  loans  or  public  works  are  concerned,  to  protect  the  wages  of 
those  who  work.  As  a  matter  of  fact,  the  Supreme  Court  has  upheld 
that  right  in  several  cases  with  reference  to  making  contracts.  It  has 
held  that  the  Government  has  the  right  to  have  such  stipulations  in 
contracts  with  private  industries. 

That  being  the  case,  the  question  arises  as  to  how  these  wages  can 
be  protected,  if  that  is  the  object — and  that  is  the  object — and  not 
reduce  the  aggregate  amount  going  to  the  wage  earner,  but  increase  it. 
Practically  the  only  method  that  has  operated  with  great  success  in 
this  country — and  I  might  say  in  a  good  many  other  countries — with 
reference  to  the  protection  of  wage  rates  has  been  through  collective 
bargaining. 

Whether  any  man  favors  it  in  all  its  features  or  not,  he  cannot  help 
but  recognize  the  fact  that  it  has  greatly  sustained  the  wage  rates  and 
greatly  improved  the  standards  of  livong  for  the  workers,  both  those 
who  come  directly  within  its  scope  and  those  who  are  indirectly  bene- 
fited by  it. 

That  being  the  case,  the  question  arises  as  to  who  shall  represent  the 
workers.  I  have  thought  it  wise  to  provide  in  this  measure  a  stipula- 
tion that  they  shall  be  represented  by  representatives  of  their  own 
choosing  by  a  majority  vote. 

After  that  has  been  done,  if  this  bill  should  be  passed  and  beconie 
law,  what  will  be  the  steps  to  be  taken?  With  this  paragraph  in 
effect,  the  employer  would  not  have  the  right  to  reduce  the  daily, 
hourly,  or  weeldy  wage  rate  until  a  reasonable  time  had  elapsed 
within  which  the  employees  would  have  the  right  collectively  to  meet 
and  discuss  the  problem  with  the  employer.  It  is  my  belief  that  with 
that  right  given  to  the  wage  earners,  and  with  the  pubUc  sentiment 
backing  it,  to  bring  about  adequate  wage  rates  to  those  who  work, 
it  will  not  result  in  a  decreased  hourly,  weekly,  or  monthly  wage  rate. 
Therefore,  if  the  bill  should  be  enacted  into  law,  it  will  increase  the 
aggregate  earnings  of  the  employees. 

The  other  provisions  of  the  act  include  a  penalty  provision  in 
section  6,  which  will  provide  a  fine  of  not  less  than  $200  or  imprison- 
ment for  not  more  than  3  months,  or  both,  for  violation  of  this  act, 
and  it  only  pr6vides  such  penalty  for  violation  of  the  terms  of  the 
act  itself. 
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It  also  provides  in  section  7,  subdivision  (a),  that  the  act  shall 
become  effective  within  30  days  after  the  date  of  its  enactment  and 
shall  not  apply  to  any  commodities  or  articles  produced  or  manufac- 
tured prior  to  its  effective  date.  It  does  not  apply  to  agricultural  or 
farm  products.  When  the  bill  was  originally  offered  it  provided  it 
should  not  apply  to  agricultural  products.  When  it  was  before  the 
Senate  a  provision  was  added  that  it  should  not  apply  to  farm  prod- 
ucts processed  for  first  sale  by  the  original  producer.  That  clause  has 
been  included  in  the  bill  as  now  offered.  As  I  stated,  that  was  added 
to  it  by  the  Senate. 

Senator  Hatch.  At  this  point  may  I  ask  a  question? 

Senator  Black.  Yes. 

Senator  Hatch.  Would  that  be  sufficient  to  exempt  the  govern- 
mental agencies  that  make  loans,  like  the  Farm  Credit  Administra- 
tion? 

Senator  Black.  Lending  to  farmers? 

Senator  Hatch.  Yes.  I  was  just  wondering  if  you  had  thought 
about  that. 

Senator  Black.  I  would  say  that  it  w^ould,  because  it  cannot  apply 
to  agricultural  or  farm  products  processed  for  first  sale  by  the  original 
producer.  I  would  not  be  absolutely  sure,  but  it  is  my  recollection 
that  that  particular  phrase  came  up  on  the  Senate  floor,  and  someone 
suggested  the  amendment  ''processed  for  first  sale  by  the  original 

producer. '' 

That  is  the  mechanics  of  the  bill.  I  can  state  briefly  the  philosophy 
of  the  bill,  as  I  understand  it,  and  the  objectives  of  the  measure, 
according  to  the  plan  I  have  in  my  own  mind. 

At  the  time  this  bill  was  originally  introduced,  as  I  recall,  according 
to  the  best  figures  then  obtainable,  there  were  15  million  people 
imemployed  in  this  country.  At  the  present  time  there  are  no  authen- 
ticated statistics  upon  which  we  can  definitely  and  positively  rely. 
According  to  the  figures  I  have  seen,  the  estimates  range  from  7 
million  to  UK  or  12  million.  The  last  figure  that  was  given  me 
authentically  with  reference  to  those  who  were  being  fed  by  public 
charity  shows  that  there  are  18  million  people  in  that  situation. 
As  I  recall  the  estimates  of  those  in  control  and  who  have  studied 
the  situation,  they  indicate  that  that  might  rise  to  21  milhon  before 
many  months  have  elapsed. 

There  are  only  two  ways  for  people  to  be  employed  in  this  country. 
One  is  in  private  business  and  one  is  in  pubUc  business.  I  prefer  to 
have  them  employed  in  private  business.  I  am  wholly  and  completely 
out  of  sympathy  with  the  idea  expressed  by  the  gathering  at  White 
Sulphur  Springs  that  the  way  to  take  care  of  the  unemployed  is  simply 
to  feed  them  and  give  them  small  and  meager  rehef  from  time  to 
time.  It  seems  to  me  that  that  is  contrary  to  every  principle  of  our 
institutions,  and  it  would  clearly  prolong  depression  in  this  country 
indefinitely,  with  more  continuing  to  be  supported  by  the  Govern- 
ment; or,  if  the  plan  advanced  at  White  Sulphur  Springs  is  carried 
out,  they  would  continue  to  be  supported  by  local  communities. 

From  my  observation  of  the  situation  as  it  exists  in  this  country  in 
local  communities,  the  idea  of  sending  them  back  to  the  local  com- 
munities for  support  seems  to  me  to  amount  to  no  more  than  simply 
asking  the  poor  to  feed  the  poor,  and  asking  the  starving  to  keep  the 
others  who  are  starving  aUve.     I  do  not  believe  that  it  is  possible  in 
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most  of  the  local  commutiities  of  this  Nation,  as  conditions  exist  now 
and  have  existed  for  a  long  time,  for  us  to  throw  these  people  b«ick 
onto  the  local  communities  and  expect  them  to  give  them  adequate 

support. 

I  have  thought  a  good  deal  about  what  are  the  objectives  of  pnvate 
business.  I  am  reasonably  sure  in  my  own  mind  that  there  are  two 
main  objectives.  One  is  to  supply  goods  and  service  to  the  people, 
and  the  other  is  to  supply  jobs  ti>  the  people.  If  private  business 
fails  in  either  one,  either  through  its  own  fault  or  by  reason  of  cir- 
cumstances beyond  its  control,  it  has  failed  in  one  of  the  two  chief 
objectives  of  private  business.  It  has  failed  to  give  emplo^rment  to 
people  who  need  it,  and  we  are  today  still  facing  a  situation  with 
miUions  of  people  out  of  employment  who  must  be  fed  or  supported 
in  some  way  or  manner.  We  are  confronted  with  a  situation  that 
we  have  never  met  before.  We  have  met  it  in  an  unscientific  manner, 
but  perhaps  the  best  manner  possible  under  the  immediate  circum- 
stances. But  I  prefer  to  try  to  evolve  a  plan  which  will  give  jobs  to 
the  people  who  need  them^  in  private  busmess. 

It  may  be  true,  that  pnvate  business,  on  account  of  technological 
advances,  will  have  to  have  its  purchasing  power  supplemented  con- 
tinuously and  permanentljr  by  public  works;  but,  if  so,  those  public 
works  should  be  reduced,  in  my  judgment,  to  the  lowest  point  pos- 
sible. Therefore,  I  favor  shortening  the  working  hours  in  private 
industry  in  order  that  these  people  may  be  given  jobs  at  private  work. 
It  is  inevitably  true  that  business  must  support  these  people  in  one 
way  or  another.  It  can  continue  to  support  them  through  taxes, 
constantly  increasing  the  amount  of  taxes,  supporting  them  either 
through  charity  without  work  or  jobs  through  public  enterprises; 
or  it  can  arrange  its  business  affairs  m  such  way  that  private  business 
can  absorb  them  in  its  own  work. 

I  do  not  believe  that  it  is  possible  for  private  business  to  absorb  these 
people  with  the  present  hours  of  labor.  I  have  read  with  a  good  deal 
of  interest  the  supposed  scientific  study  issued  by  the  Brookings 
Institute.  Except  as  to  statistics  that  have  been  taken  from  authenti- 
cated Government  figures.  I  find  that  their  conclusions  are  not  very 
compelling  or  persuasive  to  one  who  gives  them  careful  study.  I 
rather  beUeve,  as  I  believed  before,  that  the  opinion  of  those  who 
have  seen  that  the  rapidly  increasing  productive  capacity  of  our  wage 
earners  makes  it  necessary  to  reduce  hours,  is  still  correct.  Certainly 
since  1929  there  has  been  nothing  that  has  occurred  which  tends  to 
show  that  private  industry  could  or  would  absorb  the  unemployed 
workers  on  the  present  hours  of  labor,  or  on  the  reduced  hours  of  labor 
brought  about  by  the  National  Recovery  Administration.  It  has 
not  done  so,  and  there  seems  to  be  nothing  at  present  to  indicate  that 
it  mil  absorb  them.  The  figures  I  have  been  able  to  find  indicate 
that  such  a  thing  is  impossible. 

I  am  not  going  into  any  figures  before  this  committee  on  that 
subject.  I  do  desire  to  read  a  statement  made  several  years  ago  by 
Mr.  Ralph  E.  Flanders,  who  was  then  vice  president  of  tlie  American 
Society  of  Mechanical  Engineers.  This  appeared  in  the  publication 
of  the'  American  Academy  of  Politics  and  Science  for  July  1932,  in 
which  he  said: 

So  profuse  is  the  output  of  our  natural  resources  and  of  our  factories,  so  com- 
plete are  our  commercial  organizations  and  our  transportation  systems,  so  effi- 
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clent,  on  the  whole,  is  the  use  of  human  labor  in  these  activities  and  so  lavish 
19  the  application  of  power,  that  the  practical  limit  of  the  production  and  dis- 
tribution of  goods  is  beyond  our  conception.  So  far  as  possibilities  are  con- 
cerned, those  limits  are  set  only  by  the  desirable  rate  of  use  of  natural  resources, 
and  by  whatever  balance  our  population  shall  determine  on  as  between  the  en- 
joyment of  leisure  and  of  goods.  Practically,  the  limits  are  set  by  faulty  and 
economic  organization;  and  herein,  of  course,  lies  the  problem. 

A  short  time  ago,  and  shortly  after  these  two  gentlemen  connected 
with  the  Brookings  Institute  issued  their  book,  a  committee  under 
the  administration  of  the  United  States  Government  entered  into  a 
national  siu*vey  of  potential  productive  capacity.  After  a  long  in- 
vestigation with  a  number  of  engineers  and  employees  they  reached 
the  conclusion  that  in  1929  goods  with  service  value  of  a  little  more 
than  $90,000,000,000  had  been  produced,  and  that  goods  with  a 
service  value  of  over  135  billion  could  have  been  produced  had  the 
existing  plants  been  operated  at  approximate  capacity. 

In  other  words,  they  found  that  that  would  have  been  a  sufficient 
amount  of  production,  if  divided,  to  give  $4,400  to  each  family  in 
the  Nation,  instead  of  $2,800  to  each  family  in  the  Nation,  averaged, 
under  the  actual  production  in  1929.  That  was  an  increase  of  45 
percent  that  that  investigation  showed  could  have  been  produced 
in  1929  if  our  production  plant  had  been  run  to  capacity.  That,  by 
the  way,  was  more  than  twice  the  surplus  that  the  Brookings  Insti- 
tute investigators  reached  the  conclusion  could  have  been  produced. 

I  want  to  give  just  two  or  three  examples  of  what  has  been  hap- 
pening, and  these  are  taken  from  Government  statistics.  These  are 
with  reference  to  the  output  per  wage  earner,  and  not  per  capita. 
In  the  Brookings  Institute  book  they  say  ''output  per  capita",  which 
is  necessarily  and  completely  misleading.  What  we  are  interested  in 
is  not  the  output  per  capita,  including  those  who  work  and  those 
who  do  not  work.  We  are  interested  in  the  output  of  those  who 
actually  work  or  are  capable  of  working. 

Cotton-miU  operation  dropped  from  472,000  in  1923  to  425,000  in 
1929,  although  there  was  no  drop  in  output  in  the  textile  business 
or  cotton  manufacturing.  The  output  per  man  in  soft  coal  increased 
60  percent  since  1900,  copper  mining  doubled,  and  iron  ore  practic- 
ally trebled.  This  appears  in  the  Brookings  Institute  investigation 
taken  from  Government  statistics.  The  output  per  man-hour  in 
pressrooms  has  increased  from  100  to  200  percent  in  20  years.  That 
is  found  in  a  statement  made  by  Elizabeth  Faulkner  Baker,  on  the 
subject  of  ''Displacement  of  Men  by  Machines",  in  1915. 

Right  here  may  I  state  that  the  original  bill  did  not  include  pub- 
lishers, but  this  bill  does.  It  might  be  surprising  to  learn  that  the 
publishing  business  ranks  right  at  the  top  of  all  the  vast  business  en- 
terprises in  this  country  with  reference  to  manufactured  products. 
They  rank  above  automobiles  and  steel.  It  covers  a  large  number 
of  people  in  this  Nation.  It  is  organized  and  conducted  as  a  business 
for  profit.  It  is  not  a  philanthropic  enterprise.  I  see  no  reason  why 
it  should  be  exempted  from  a  law  which  would  apply  to  other  indus- 
tries employing  a  large  number  of  people.  Consequently  it  is  in- 
cluded and,  in  my  judgment,  it  should  remain  included  in  any  measure 
which  regulates  the  hours  of  work.  Certainly,  it  seems  to  me  we 
should  not  exclude  or  exempt  an  industry  which  ranks  right  at  the 
top  in  this  Nation,  and  which  is  displacing  men  by  inventive  genius 
as  rapidly  as,  if  not  more  rapidly  than,  any  other  kind  of  industry  in 
the  entire  Nation. 
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Senator  Austin.  In  which  paragraph  of  the  bill  does  that  appear? 
Senator  Black.  In  the  origmal  biU  they  were  excluded  by  name. 
That  has  been  eliminated  from  this  measure. 

Senator  Austin.  I  see.     Thank  you.  -     r^v.  n 

Senator  Black.  In  the  report  on  ''Recent  Economic  Changes  , 

made  by  President  Hoover's  committee,  some  very  mterestmg  studies 

are  shown  to  have  been  made  by  that  group  of  mvestigators.     They 

made  an  investigation,  for  instance,  of  35  factones  engaged  m  various 

kinds  of  work  which  had  continues  records  from  1919  to  1927.     iheur 

study  showed  an  increased  production  per  man-hour  of  75  percent 

over  that  period  from  1919  to  1927.     And  from  1924  to  1927,  during 

these  3  crowded  years,  that  study  showed  an  mcrease  in  production 

per  man-hour  of  39  percent.     That  is  an  iUustration  of  the  rapidly 

growing  busmess  of  this  country,  and  the  increased  production  per 

man-hour  which  must  necessarily  aJffect  the  number  of  men  and 

women  engaged  in  productive  enterprises  in  America.        ,      , ,     ,     ^ 

It  has  never  been  my  own  idea  that  this  Government  should  adopt 

any  plan  which  will  retard  such  growth.    Instead  of  bemg  against  it, 

I  favor  it.    I  see  no  reason  why  we  should  not  in  every  way  encourage 

the  invention  of  machinery  which  will  displace  human  labor;  but  when 

we  do  that  we  will  continue  to  throw  our  economic  machinery  whoUy 

and  completely  out  of  balance  if  we  increase  profits  of  the  employer 

and  decrease  aggregate  earnings  of  those  who  work.    Therefore,  we 

find  ourselves  at  a  place  where  we  must  make  a  choice. 

Let  us  take  the  automobile  industry,  for  mstance.  Their  produc- 
tion increased  888  percent  from  1914  to  1925,  a  marvelous  growth 
and  increased  productivity  of  labor.  With  other  mdustnes  m  the 
Nation  following  along  the  same  course  with  inventive  genius  un- 
balanced, permitted  to  go  as  far  as  it  can,  we  wiU  find  ourselves,  in 
my  iudffment,  at  a  place  where  we  must  make  a  choice,  inat  wiu 
necessarily  continue  to  release  men  from  employment.  Studies  of  other 
mdustnes  show  exactly  the  same  thing,  that  they  have  continued  to 
produce  as  much  or  more  with  fewer  human  bemgs  engaged  m  labor. 
Now,  of  course,  we  can  simply  employ  fewer  people  and  raise  the 
wages  of  those  who  are  employed.  That  is  a  theory,  but  it  has  not 
worked  out  in  practical  appUcation.  If  that  were  done  we  would 
still  have  the  problem  of  supporting  those  who  had  been  thrown  out 
of  work  The  only  recourse  left  would  perhaps  be  to  foUow  the  rec- 
ommendation of  the  gentlemen  at  White  Sulphur  Sprmgs,  and  simply 
discard  them  permanently  and  give  them  charity,  to  which  1  ani  op- 
posed Or  we  could  send  them  back  to  local  commumties  and  let 
them  starve  U)  death.    In  local  communities  the  people  are  ]ust  eking 

out  a  bare  existence.  ,  .      ,     j.  -j    .v  i 

Another  course  we  could  foUow  would  be  to  sunply  divide  the  work 
among  those  who  are  left  with  shorter  hours  and  no  mcrease  m  wages. 
If  we  do  that  we  decrease  purchasing  power,  and  hnaUy  we  nave 
reached  the  point,  I  think,  where  most  of  the  people  recognize  that 
the  only  thing  in  the  world  that  will  put  machines  and  men  to  work 
Ls  purchasing  power.  The  spring  that  starts  the  wheels  to  running  is 
the  idea  of  a  profit.  The  only  way  they  can  ever  hope  to  have  a 
profit  is  to  have  solvent  customers.  Most  of  their  customers  are  the 
men  who  depend  for  their  Uving  upon  what  they  raise  on  the  farm  or 
what  they  get  for  their  daily  work.  I  believe  that  careful  and  con- 
servative estimates  will  show  that  over  90  percent  of  the  entire  pur- 
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chasing  power  of  this  Nation  comes  from  those  who  depend  m  the 
main  upon  the  prices  for  their  farm  products  and  the  pnces  of  their 
wages  or  salaries.  Sometimes  they  wiU  be  commingled  with  divi- 
dends, but  there  are  very  few  dividends  that  go  to  those  in  the  lower 

income  brackets. 

Another  method  that  could  be  adopted  to  take  care  of  the  people 
who  are  dismissed  would  be  to  take  care  of  them  on  public  works. 
Of  course,  if  we  take  care  of  them  on  public  works  that  competes  with 
the  private  activities  of  industry.  We  have  to  that  extent  deprived 
those  employees  who  work  in  industrial  activities  of  a  portion  of  their 
income.  So  the  question  arises  of  finding  the  necessary  pubUc  works, 
such  as  roads,  highways,  parks,  waterways  development,  and  so  forth. 
It  is  my  own  opinion  that  we  must  continue  to  employ  a  large  number 
of  people  on  pubUc  works,  even  if  we  shorten  hours,  because  I  do  not 
believe  that  even  the  40-hour  week,  from  the  study  I  have  made  of  it, 
can  possibly  absorb  all  the  people  in  private  employment,  but  until 
they  can  absorb  at  least  a  maximum  number,  the  last  alternative  will 
be  to  adopt  a  shorter  workweek  and  workday  with  increased  wages. 

Our  system  has  built  up  such  conditions  that  profits  are  destroyed, 
unless  we  pay  good  wages  and  good  farm  prices,  because  the  system 
absolutely  depends  upon  good  wages  and  good  prices.  The  distribu- 
tion of  income  is  between  those  who  draw  interest,  those  who  draw 
wages,  and  those  who  draw  rents  or  profits.  If  you  fail  to  do  that, 
you  reduce  the  purchasmg  power  of  one  group.  It  has  been  shown 
by  numerous  studies  that  we  have  a  situation  where  mcome  is  growing 
in  large  amounts  with  a  very  small  group  of  people,  and  incomes  are 
lessemng  to  a  large  ^roup  of  people.  That  is  shown  by  statenients 
made  by  many  people,  and  also  included  in  the  Brookings  Institute 
report,  where  they  analyze  census  figures  and  income,  and  show  that 
28  percent  of  the  income  is  drawn  by  2  percent  of  the  people,  and  28 
percent  is  drawn  by  65  percent  of  the  people.  It  also  shows  that 
82  percent  of  the  people  must  depend  upon  incomes  under  $2,000. 

The  plan  contemplated  by  this  measure,  therefore,  is  to  apply  a  uni- 
form rate  to  all  industry,  it  seems  to  me  to  be  wholly  unfair  to  apply, 
for  instance,  a  36-  or  40-hour  week  to  one  mdustry,  and  apply  a  40-  or 
48-hour  week  to  another  industry  that  may  compete,  directly  or 
indirectly,  with  the  first  one.  It  always  has  seemed  to  me  and  seems 
to  me  now  that  the  fairest  way  to  all  mdustnes,  to  all  groups  of 
mdustrial  activity,  is  to  apply  a  uniform  workday  and  workweek  to 
these  various  industries,  instead  of  attemptmg  to  fix  a  certam  work- 
day or  week  for  one  industry,  and  another  for  another,  while  miUions 
of  people  still  continue  to  be  supported  by  pubUc  charity. 

It  is  manifest  that  we  have  more  than  enough  people  today,  and 
have  had  since  1929,  even  if  we  could  shorten  the  workweek  to  30 
hours,  to  produce  far  more  than  we  have  produced  since  1929.  The 
idea  that  the  30-hour  week  will  reduce  the  production,in  my  judgment, 
is  wholly  erroneous  and  a  misconception  of  the  true  situation.  It  w 
my  behef  that  it  will  increase  production,  even  if  we  were  to  go  back 
to  one  of  the  peak  months,  as  the  Brookings  Institute  has  done,  m 
1929.  And  if  we  study  those  figures  carefully,  not  the  conclusions, 
but  the  figures  on  which  they  base  their  conclusions,  we  will  find  that 
with  the  30-hour  week  even  at  that  time  we  could  have  fully  taken 
care  of  every  demand. 
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They,  for  instance,  accept  one  shift  where  the  plant  was  working 
one  shift.  What  reason  was  there  why  they  could  not  have  worked 
two  shifts,  if  it  was  necessary  to  produce?  They  adopt  a  service  re- 
quirement, and  they  have  adopted  every  kind  of  plan  that  might  be 
found  in  the  inefficient  production  system  in  order  to  reach  the  con- 
clusion they  finally  reached  that  we  were  only  producmg  withm  80 
percent  of  our  capacity.  Even  if  we  were,  it  would  have  been  only 
for  a  short  time.  Certainly  the  history  of  every  decade  has  shown,  m 
the  last  few  decades,  that  the  30-hour  week  would  have  produced  far 
more  than  we  did  produce  through  those  years,  and  would  have  given 
the  people  far  more  than  they  had,  if  the  incomes  had  been  distributed 
in  such  way  that  they  would  balance.  •    , .     -,.       u     •        f 

This  bill  is  intended  to  bring  about  a  more  equitable  distribution  ol 
incomes.  Purchasing  power  in  this  country  is  the  only  method  for 
the  distribution  of  income.  It  cannot  come  any  other  way.  Income 
may  come  from  profits,  or  may  come  from  dividends,  or  may  come 
from  interest,  or  may  come  from  wages.  I  include  m  the  word 
*' wages''  the  farmer's  income,  because  I  consider  that  m  the  broad 
economic  sense  that  is  wages.  During  the  time  we  thought  we  were 
doing  so  well,  along  in  the  twenties,  we  found  the  farmer's  income  went 
down  to  the  point  where  his  dollar  would  buy  only  50  cents  worth  of 

what  he  produced. 

During  your  consideration  of  this  bill  you  will  notice  one  very 
significant  fact.  When  an  effort  is  made  to  raise  the  standard  of 
living  of  the  average  man,  immediately  an  attempt  is  made  to  brmg 
a  line  of  hostiUty  between  the  farmer  and  the  wage  earner.  There  is 
no  natural  line  of  hostility  between  the  farmer  and  the  wage  earner. 
There  is  no  such  line  between  those  who  occupy  the  lower-income 
brackets.  There  is  no  reason  why  increased  wages  should  mjure  the 
farmer,  or  increased  farm  prices  should  injure  the  wage  earner.  I  he 
farmer  depends  in  the  main  for  his  customers  upon  other  farmers  and 
other  wage  earners.  He  cannot  depend  upon  that  2  percent  that 
draws  such  a  large  proportion  of  the  national  income.  He  must  de- 
pend upon  the  large  percentage  that  draws  a  small  percentage  of  the 
national  income.  So  that  the  farmer  and  the  wage  earner  are  na- 
turally drawn  together,  and,  in  my  judgment,  cannot  be  separated. 

It  will  be  the  objective  before  tliis  committee  and  before  the  country 
to  try  to  make  the  farmers  of  the  nation  hostile  to  this  measure, 
because  they  say  it  will  raise  the  price  of  the  things  they  have  to  buy. 
In  the  first  place,  accoiding  to  a  study  which  appeared  yesterday  in 
the  Washington  Post,  labor's  share  of  the  cost  of  production  was  lb.8 
percent.  If  you  were  to  concede  that  increasmg  the  wages  would 
increase  the  prices,  it  could  only  increase  prices  one-sixth  if  every  dime 
of  it  should  be  included  in  the  increased  price,  because  it  is  only  one- 
sixth  of  the  cost.  What  has  always  happened  when  there  was  an 
increase  in  wages  was  that  that  has  always  been  pyramided  far  more 
than  the  increased  cost.     If  they  would  take  CN^ery  dune  of  it,  it  would 

be  only  one-sixth.  ,    , 

In  the  next  place,  there  is  no  hostility  between  the  farmer  and  the 
wage  earner  because  they  are  each  others'  customers  1  he  solvent 
wage  earner  can  pay  more  lor  butter  and  milk  and  other  products  of 
the  farm  than  the  insolvent.  The  same  is  true  of  tbe  farmer.  I  he 
farmer  who  is  solvent  can  pay  a  good  deal  more  for  the  products  ot  the 
farm  and  factory  than  one  who  is  msolvent.  What  I  am  seekmg  to 
do  and  what  those  who  favor  this  measure  are  seeking  to  do  is  to  raise 
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the  purchasing  power  of  both  the  farmer  and  the  wage  earner,  and 
there  is  an  attempt  to  drive  a  wedge  between  the  farmer  and  the  wage 
earner  by  carrying  out  the  old  idea  of  trying  to  bring  about  a  separa- 
tion between  the  two  who  are  natural  friends  and  make  them  artificial 
enemies  by  propaganda  such  as  has  been  introduced  in  a  number  of 
speeches  and  in  the  study  by  the  Brookings  Institute. 

It  is  my  judgment  that  the  purchasing  power  of  both  must  be  in- 
creased, and  in  order  to  bring  about  a  balanced  production,  in  order 
to  make  a  profit,  but  to  reduce  profits  to  the  extent  of  a  reasonable 
profit  only,  it  seems  to  me  it  is  necessary  to  bring  about  a  natural 
expansion  of  business.  What  has  happened  is  that  profits  and  inter- 
est and  rents  have  increased  to  such  an  extent  that  many  people  have 
much  more  than  they  have  needed,  and  a  great  majority  of  the  people 
have  had  far  less  than  was  necessary  for  a  proper  standard  of  living. 

The  idea  in  this  bill  is  to  bring  about  a  better  distribution  of  the 
income  produced  by  our  great  economic  machinery.  That  is  he 
idea  I  have  in  mind  in  this  bill.  I  believe  that  if  we  adopt  it  whole- 
heartedly, not  by  piecemeal,  it  will  be  of  great  benefit  to  the  workers 
of  this  country.  Sometimes  you  can  lose  a  great  deal  of  the  effect  of 
a  measure  when  you  attempt  to  go  at  it  by  piecemeal.  If  we  adopt 
a  uniform  30-hour  week,  as  provided  in  this  measure,  there  is  no  pos- 
sible escape  from  the  conclusion  that  it  will  put  millions  of  people 
back  to  work. 

One  of  the  reasons  why  they  say  it  will  not  is  because  they  say  they 
are  only  working  33  hours  now,  and  to  reduce  it  to  30  hours  would  not 
put  back  a  large  number.  That  is  a  misleading  statement.  If 
you  work  a  man  32  hours  per  week,  taking  the  extreme,  and  work 
him  16  hours  per  day,  you  can  require  the  use  of  a  good  many  more 
men  by  reducing  that  to  6  hours  per  day  and  still  retain  the  32-hour 
week.  It  will  undoubtedly  require  the  employment  of  a  large  number 
of  men.  When  that  is  done,  instead  of  reducing  the  purchasing  power, 
if  the  wages  are  not  decreased,  it  will  increase  the  purchasing  power. 

Machines  will  stay  idle.  Factories  will  stay  closed.  They  do  not 
produce  simply  for  people  to  use.  They  produce  to  sell  to  customers 
who  can  buy,  and  customers  cannot  buy  when  they  are  in  receipt  of  a 
wage  insufficient  to  make  the  mill  operate  at  a  profit.  Under  our 
system  we  have  to  recognize  that  fact,  and  attempt  to  bring  about  a 
sufficient  purchasing  power  to  accompUsh  that  result. 

I  beheve  if  this  measure  is  adopted  we  can  put  miffions  of  people 
to  work  directly  simply  by  shortening  the  hours  and  requiring  the 
employment  of  more  people,  and  we  could  put  miUions  of  people  to 
work  indirectly  because  those  who  are  originally  put  to  work  at  high 
wages  can  buy  the  products  of  the  factories,  and  the  factories  \i^l 
gladly  turn  their  wheels  and  operate  when  they  can  sell  and  make  a 
profit. 

In  my  judgment,  they  must  reahze  in  this  county  that  they  cannot 
continue  blindly  insisting;  that  we  must  cling  to  a  method  that  forces 
them  to  keep  their  machinery  idle  and  inilhons  of  people  without 
work,  when  they  can  produce  by  putting  these  people  to  work  at 
wages  that  will  permit  them  to  make  a  profit,  perhaps  not  so  much  as 
they  did  in  the  good  old  days  when  milUonaires  were  produced  over- 
night, but  enough  to  give  that  fair  and  reasonable  profit  which  a  rea- 
sonable interpretation  of  the  profit  system  contemplates  they  should 
have. 
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I  sincerely  hope  the  committee  will  find  it  possible,  when  thev  have 
studied  this  measure,  to  make  a  favorable  report  to  the  full  com- 
mittee. 

Senator  Hatch.  I  would  like  to  ask  the  Senator  about  this  pro- 
vision I  referred  to  a  short  time  ago.  Section  3  provides  that  Govern- 
ment agencies  shall  make  loans  to  employers. 

Senator  Black.  Yes. 

Senator  Hatch.  That  would  include  the  Farm  Credit  Adminis- 
tration, and  perhaps  others.  This  exemption  only  exempts  the  prod- 
ucts. Should  not  that  section  3  contain  a  further  and  more  specific 
exemption? 

Senator  Black.  I  will  state  to  the  Senator  that  the  bill  contemplates 
the  exclusion  of  agriculture. 

Senator  Hatch.  You  have  assured  me  of  that. 

Senator  Black.  I  personally  would  have  no  objection  to  any  kind 
of  an  amendment  which  would  make  that  clear,  if  it  is  not  clear  as  it 
is  drawn.     I  think  it  should  be  clear. 

Senator  Austin.  I  do  not  think  I  understood  your  statement 
respecting  the  scope  of  the  bill,  especially  in  the  first  section  at  the 
top  of  page  3,  which  provides  that  no  article  or  conunodity  shall  be 
shipped,  transported,  or  delivered  in  interstate  or  foreign  commerce. 
When  you  made  your  statement  I  noticed  you  referred  onlv  to  "inter- 
state" commerce,  and  I  asked  a  question  about  it.  Win  you  state 
whether,  in  the  bill  which  was  considered  at  the  last  session  of  the 
Congress,  you  omitted  the  words  '^and  foreign**? 

Senator  Black.  My  recollection  is  that  the  word  "foreign"  was 
omitted  in  the  other  bill  originally.  I  would  not  be  absolutely  sure 
about  that,  but  that  is  my  recollection. 

Senator  Austin.  And  it  is  intentionally  included  in  this  draft? 

Senator  Black.  It  is  included  to  be  considered  in  connection  with 
the  entire  subject.  As  I  recall,  and  it  is  rather  vague  and  I  may  be 
mistaken  about  it,  there  was  a  question  in  my  mind  as  to  whether  it 
should  or  should  not  refer  to  both  domestic  and  foreign  commerce. 
Whether  that  question  was  in  my  mind  to  the  extent  that  I  left  it 
out,  I  am  not  certain,  but  I  am  of  the  opinion  that  I  did.  I  thought 
it  might  be  considered  in  connection  with  the  entire  subject. 

Senator  Austin.  I  suppose  that  you  then  had  in  mind  the  competi- 
tion that  might  be  unfair  toward  our  own  producers? 

Senator  Black.  That  is  correct. 

Senator  Austin.  And  that  does  include  foreign  commerce? 

Senator  Black.  That  is  correct.  Frankly,  I  have  always  thought 
that  was  a  matter  which  should  receive  very  careful  consideration. 
I  was  very  much  opposed  to  the  provision  which  attempted  to  pro- 
hibit the  importation  into  this  coimtry  of  any  goods  that  were  not 
manufactured  under  like  conditions,  but  I  have  always  thought  that 
should  be  considered  in  connection  with  the  entire  subject,  by  reason 
of  the  very  fact  you  have  mentioned. 

Senator  Austin.  I  have  in  mind  certain  industries  in  this  country 
whose  market  is  said  to  be  33%  percent  foreign  customers.  It  would 
seem  worthy  of  consideration  that  our  goods  m  tliis  country,  based  on 
the  30-hom-  week  plan,  would  be  subject  to  considerable  handicap 
imder  this  proposed  law  in  competing  with  foreign  manufacturers  who 
are  free  from  such  restrictions,  and  that  some  manufacturers  in  Amer- 
ica would  be  adversely  affected  by  such  a  provision.  Ha  ve  you  studied 
that? 
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Senator  Black.  We  did  not  have  that  particular  matter  up,  and  I 
do  not  have  the  figures.  We  can  very  easily  obtain  them.  I  had 
them  before  in  my  file  but,  as  I  recall,  we  did  not  put  them  in. 

Senator  Austin.  I  wish  we  could  get  those  figures. 

Senator  Black.  I  think  we  can  get  them.  The  matter  to  which 
you  refer  is  indirectly  analogous  to  the  provision  of  the  tariff  which,  as 
I  recall,  permits  certain  raw  products  to  come  into  this  country  tariff 
free,  then  to  be  held  in  bond  to  be  manufactured  here  and  sold  abroad. 
You  will  recall  that  we  had  that  question  up  when  th  tariff  bill  was 
before  the  Senate. 

Senator  Austin.  I  was  not  here  then,  but  I  have  that  in  mind. 

Senator  Black.  I  am  sure  that  I  can  get  those  figures. 

Senator  Austin.  I  would  be  very  glad  to  have  them,  because  I 
have  two  or  three  companies  in  mind  in  my  State. 

Senator  Black.  Very  fortunately,  our  foreign  trade  has  gone  up  in 
the  last  6  months. 

I  thank  the  committee  for  their  indulgence. 

Senator  Neely.  We  are  very  much  obliged  to  you,  Senator  Black. 

Mr.  Green,  are  you  ready  to  proceed? 

STATEMENT  OF  WILLIAM  GREEN,  PRESIDENT  OF  THE  AMERICAN 

FEDERATION  OF  LABOR 

Mr.  Green.  Mr.  Chairman  and  members  of  the  committee,  I  con- 
sider the  principles  embodied  in  the  bill  sponsored  by  Senator  Black 
as  of  tremendous  importance  not  only  to  the  wage  earners  of  the 
Nation  but  to  the  owners  and  management  of  mdustry  as  well. 
I  am  of  the  opinion  that  the  provisions  mcluded  in  Senate  biU  87,  as 
drafted  and  proposed  by  Senator  Black,  are  designed  to  strike  at  the 
very  heart  of  imemployment.  Our  experience  durijig  the  last  5  years 
clearly  shows  that  if  unemployment  is  to  be  overcome,  and  these 
millions  of  workers  who  are  idle  are  to  be  reabsorbed  in  private 
industry,  adjustments  must  be  made  in  the  number  of  days  worked 
per  week  and  the  number  of  hours  worked  per  day.  If  the  code- 
making  process  through  which  we  have  been  passing  serves  no  other 
purpose,  it  has  served  that  one  great  national  public  purpose  in  that 
it  has  demonstrated  by  construction,  analogy,  and  apphcation  that 
the  remedy  for  unemployment  lies  in  a  more  equitable  distribution 
of  the  amount  of  work  available  and  the  development  of  a  consuming 
market  through  the  increased  purchasing  power  corresponding  with 
our  wonderful  facilities  of  production. 

I  appreciate  the  fine  pubHc  service  which  Senator  Black  is  rendering 
the  Nation.  He  courageously  and  successfully  sponsored  a  measure 
of  this  kind  during  the  last  session  of  Congress.  As  a  result  of  that  the 
attention  of  the  people  was  attracted  to  the  economic  philosophy  as 
well  as  the  mechamcs  of  the  measure,  and  the  people  all  over  the 
Nation  have  been  talking  about  the  proposal  sponsored  and  advanced 
so  successfully  by  Senator  Black  as  the  real  remedy  for  imemployment. 

While  we  have  experimented  in  other  ways,  tried  this  measure  or 
that  measure,  applied  this  or  that  character  of  economic  philosophy 
to  our  own  unemployment  problem  and  that  of  others,  the  fact  re- 
mains that  there  are  11  million  unemployed  people  in  the  United 
States  today  and,  according  to  the  latest  figures  made  public  by  the 
unemployment  relief  organization  of  the  Federal  Government,  be- 
tween 18  and  19  million  people  upon  relief. 
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Now,  I  come  this  morning:  in  behalf  of  the  American  Federation  of 
Labor  and  those  for  whom  I  have  authority  to  speak.  I  am  here  for 
the  purpose  of  giving  official  and  personal  endorsement  and  approval 
to  this  measure.  We  are  here  appealing  in  behalf  of  the  masses  of  the 
people  for  relief  from  their  deplorable  condition  by  the  application  of  a 
real  remedy  for  unemployment.  I  consider  it  such  a  vital  subject  and 
so  important  to  the  Nation  that  I  have  endeavored  to  prepare  the 
case  of  labor  carefully,  and  I  am  vain  enough  to  believe  that  the  Amer- 
ican Federation  of  Labor,  as  I  will  present  its  case,  has  prepared  a 
case  in  support  of  this  measure  that  is  unanswerable  from  either  an 
economic  standpoint  or  a  social  or  an  industrial  point  of  view. 

In  supporting  the  30-hour- week  bill,  the  Feaeration  of  Labor  is 
proposing  the  essential  remedial  measure  which  will  meet  our  emer- 
gency difficulties  and  serve  as  a  principle  for  permanent  development. 
Our  proposal  seeks  progress  without  a  violent  overthrow  of  our  exist- 
ing institutions.  We  would  not  destroy  private  propertv  but  would 
establish  the  rights  of  those  who  lost  control  of  the  product  of  their 
work  when  hand  tools  gave  way  to  power-driven  machinery.  We 
recognize  that  the  cycle  in  industry  includes  both  production  of  goods 
and  their  distribution  for  use  in  maintaining  higher  standards  of 
living.  Failure  of  industry  to  assure  purchasing  power  so  as  to  sell 
the  output  of  consumer  goods  and  service  industries  is  the  major 
cause  of  our  break-down. 

We  believe  power,  machinery,  technology,  are  the  means  to  highest 
productive  capacity  so  that  comforts  of  living  and  opportunities  for 
self-development  may  be  available  for  all.  We  say  to  industry  and 
technology  ''Bring  on  your  machines,  but  let  us  use  them  under  rules 
that  benefit  us  as  well  as  you.  ^' 

Hours  shortened  in  proportion  to  the  rate  of  the  use  of  power-hours 
is  essential  to  providing  employment  for  all  so  that  all  may  have 
incomes. 

Wage  increases  in  relation  to  increased  productivity  are  essential 
to  provide  the  consuming  power  for  output  of  consumer  goods  and 
service  industries. 

Those  who  object  that  national  income  is  not  adequate  to  sustain 
production,  we  remind  that  they  overlook  our  major  financial  resource 
— credit.  More  purchasing  power  in  the  hands  of'^ consumers  increases 
the  credit  opportunity  of  industry  and  results  in  greater  demand  for 
the  products  of  industry.  Capacity  production  would,  furthermore, 
mean  decreased  unit  production  costs  and  lower  prices. 

Finally,  we  wish  to  impress  upon  you  that  our  proposal  deals  with 
dynamic  forces,  not  static  situations.  And  when  I  say  ''our'' 
proposal,  we  are  supporting  the  Senator's  proposal,  wliich  I  am 
pleased  to  term  ours  as  well  as  his.  We  want  it  to  be  regarded  as 
the  proposal  of  labor,  supported  by  labor,  endorsed  by  labor. 

Finally,  we  wish  to  impress  upon  you  that  our  proposal  deals  with 
dynamic  forces,  not  static  situations.  Change  in  any  existing  factor 
and  the  injection  of  any  new  element  or  condition,  alters  results. 
Unpredictable  trends  are  involved,  therefore  statistical  proof  is  not 
wholly  adequate  or  conclusive. 

However,  we  have  as  guides  past  experience  with  reductions  in 
hours  which  have  alwaj^s  resulted  in  technical  progress,  increases  in 
productivity,  lower  unit  costs. 
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We  know  that  increases  in  wages  stimulate  production  and  make 
better  business. 

During  the  past  3  years,  the  number  of  our  unemployed  has  ex- 
ceeded 13,000,000  and  has  never  been  under  10,000,000.  To  meet 
this  problem,  there  is  apparently  complete  agreement  of  all  groups 
in  our  national  life  that  working  hours  should  and  can  be  very  much 
shortened.  These  millions,  ranging  from  10  to  13,  have  not  been  idle 
for  1  day  or  for  1  week.  They  have  been  crying  for  work  for  5  years. 
So  we  are  not  basing  our  conclusions  upon  the  fleeting  or  passing 
experience  of  a  day  or  a  week  or  a  month.  We  are  basing  them  upon 
a  long-time  experience  covering  more  than  5  years. 

The  principal  point  of  disagreement  is  when  that  reduction  can  be 
made.     Employers,  generally,  and  their  spokesmen  take  the  position 
that  the  decrease  in  hours  of  work  can  come  only  after  we  have  made 
our  productive  processes  much  more  efficient  than  they  are  at  the 
present  time;  after  we  have  achieved  a  much  higher  standard  of 
living  for  the  masses  of  our  population.     This  is  another  case  of 
putting  the  cart  before  the  horse.     This  position  completely  overlooks 
the  fact  that  a  shortening  of  the  hours  of  work,  to  keep  pace  with  the 
improvements  in  machine  and  managerial  techniques,  would,  in  itself, 
be  a  prime  motivating  factor  in  bringing  about  a  more  efficient  system 
of  production  and  a  better  standard  of  living.     To  increase  our  effi- 
ciency without  reducing  hours  of  work  would  but  add  to  our  present 
bmxlen  of  unemployment. 
^e  have  had  ample  evidence  since  the  adoption  of  the  National 
IiMustrial  Recovery  Act  that  half  measures  and  timid  steps  will  not 
put  to  work  our  unemployed,  increase  our  purchasing  power,  and 
broaden  our  market.     Nearly  2  years  ago  a  bill  for  the  30-hour  week 
was  passed  in  the  Senate.     It  was  stopped  in  the  House  onlv  by  a 
counter  proposal  of  the  National   Recovery   Act.     We   have   now 
functioned  under  that  act  for  more  than  a  year.     That  is  what  we 
have  been  doing,  and  as  a  result  we  are  face  to  face  with  what  I 
would  regard  as  a  national  calamity.     We  have  now  functioned  under 
that  act  for  more  than  a  year.     Industries  are  coded.     We  have  had 
ample  time  to  judge  how  the  terms  of  that  act  have  affected  and  will 
affect  our  industrial  problems.     In  June  1933  organized  labor  had 
high  hopes  that  the  National  Industrial  Recovery  Act  would  fix 
maximum  hours  of  work  at  standards  wliich  would  provide  more 
jobs  and  would  increase  wages  so  that  significant  increases  in  the 
purchasing  power  of  the  masses  would  result.     We  have  suffered 
severe  disappointment  and  disillusionment  in  the  administration  of 
the   act.     Employer   interests   have    dominated   code   making    and 
administration.     The   N.   R.   A.   has  not  solved   our   problem  of 
unemployment. 

Please  bear  in  mind  that  the  primary  purpose,  the  chief  objective, 
of  the  National  Industrial  Recovery  Act  was  to  overcome  unemploy- 
ment, secure  a  reduction  in  the  hours  of  labor,  and  an  increase  in 
buying  power.  Its  plan  was  this:  We  will  code  the  industries,  we 
will  reduce  the  hours  of  labor,  we  will  spread  the  amount  of  work 
available,  we  wall  develop  wage  standards  sufliciently  high  so  that 
the  purchasing  power  of  the  Nation  will  be  equal  to  our  productive 
capacity. 

Now  while  it  is  true  that  as  a  result  of  the  incorporation  of  this 
principle  in  the  industrial  codes  of  fair  practice  some  million  and  a 
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half  or  two  million  or  perhaps  two  and  a  half  million  have  been  put 
back  to  work  through  the  coding  process,  labor  has  continually  de- 
manded that  we  go  right  to  the  core  and  the  heart  of  the  problem  by 
reducing  the  number  of  hours  in  every  coded  industry  so  these  millions 
could  be  reabsorbed  and  placed  back  at  work.  The  trouble  has  been 
that  the  employers  came  here  and  voluntarily  submitted  codes,  bar- 
gained with  the  Administration  for  the  best  possible  terms,  fixed  the 
hours  of  labor  as  low  as  the  Administrator  and  the  Government  would 
permit,  and  as  a  result  just  a  small  percentage  of  the  workers  have 
been  reemployed.  The  time  has  come  when  bolder  and  more  far- 
reaching  measures  must  be  taken.  The  gravity  of  the  situation  does 
not  permit  further  delay  or  experimentation.  The  remedy  lies  with 
the  Congress  of  the  United  States. 

I  do  not  want  to  give  the  impression  that  the  codes  have  done 
nothing  to  bring  about  reemployment.  The  codes  did  bring  about 
some  reduction  m  the  hours  of  work,  especially  as  compared  wdth  the 
few  months  just  preceding  the  adoption  of  the  President's  Reemploy- 
ment Agreement,  when  hours  had  been  very  substantially  increased 
and  production  speeded  up,  in  anticipation  of  the  regulation  wliich 
industry  foresaw  under  the  codes.  More  than  a  million  and  a  half 
people  were  put  back  to  work  during  the  period  from  July  to  October 
1933  because  of  the  decrease  in  hours  of  work  brought  about  by  the 
codes.  This  employment  has  been  maintained  throughout  1934,  when 
the  index  of  employment  of  the  Bureau  of  Labor  Statistics  showed 
employment  at  75  percent  of  the  1929  level.  This  is  at  the  same  time 
proof  that  the  principle  of  shortening  hours  of  work  is  the  proper 
method  to  pursue  in  solving  our  problem  of  unemployment  and  that 
the  National  Industrial  Recovery  Program  has  not  gone  far  enough 
in  the  use  of  this  method.  More  than  a  fourth  of  the  men  and  women 
on  factory  pay  rolls  in  September  1929  had  not  yet  been  reemployed 
in  September  1934. 

A  general  survey  of  the  hours  provisions  of  the  codes  can  lead  only 
to  the  conclusion  that  that  portion  of  the  Recovery  Act  which  provided 
for  reemployment  through  a  shortening  of  the  work  has  not  been 
fulfilled  in  actual  code  making.  The  40-hour  maximum  work  week 
seems  to  have  been  written  into  the  majority  of  the  codes.  Exemp- 
tions of  many  groups  of  workers  from  hours  regulations,  together  with 
loose  averaging  provisions,  have  made  it  possible  to  go  far  beyond 
40  hours  per  week  in  a  great  many  industries.  Substantial  increases 
in  production  can,  under  the  codes,  be  taken  care  of  without  increase 
in  the  number  of  workers. 

An  example  will  show  more  clearly,  perhaps,  what  I  mean.  The 
automobile  code  provides  for  a  40-hour  week,  averaged  over  a  period  of 
from  6  months  to  a  year  (depending  upon  the  length  of  time  the  code 
is  to  run)  with  a  possible  48  hours  in  any  one  week  for  production 
employees,  and  with  no  limitation  whatever  upon  the  weekly  or 
daily  hours  of  work  of  nonproduction  employees  and  skilled  workers. 
During  the  production  season  a  majority  of  the  employees  might 
work  48  hours  per  week;  nonproduction  employees — and  this  group 
accounts  for  more  than  one-fourth  of  the  total  number  of  employees 
during  the  production  season — may  work  50  or  60  or  70  hours.  Since 
the  production  season  in  the  automobile  industry  is  short,  the  hours 
of  work  can  very  easily  be  averaged  out  during  the  months  when 
hours  of  work  are  reduced  to  6  or  8  per  week,  or  when  the  employees 
are  laid  off.     These  provisions  have  been  written  into  the  automobile 
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code,  and  into  other  codes,  on  the  claim  that  there  must  be  flexibility 
of  hours  of  work  to  meet  the  problems  of  each  particular  industry 

Labor  has  been  powerless,  except  to  advise  and  urge  and  plead  and 
beg.  Ihe  hnal  determmation  of  the  character  of  the  code,  the  pro- 
visions that  must  be  incorporated  in  the  code,  lie  in  the  agreement 
between  the  Admmistrator  and  the  employer.  And  the  strange 
development  that  has  taken  place,  a  development  that  labor  cannot 
understand,  is  this:  Right  in  the  face  of  almost  a  national  calamity, 
a  condition  that  is  mdeed  grave,  fiUed  with  the  most  serious  social 
implications,  the  employers  of  labor  wiU  insist  upon  estabhshing  the 
40-hour  week  with  aU  its  exemptions  in  the  industrial  codes  of  fair 
practice.     We  just  cannot  understand  that. 

The  reason  why  hours  standards  in  codes  have  failed  to  give  more 
employment  is,  as  I  have  said,  dominance  of  employer  influence  in 
code  makmg      To  overcome  this  domination  Congress  must  act  in  the 
interest  of  aU  the  people      If  the  employers  ^all  not  do  it,  and  they 
have  had  a  year  and  a  half  m  which  there  has  been  a  wonderful  oppor- 
tunity to  do  It,  but  if  the  employers  are  unwiUing,  then  what  shall  we 
do.^     Continue  the  army  of  unemployed,  feed  them,  care  for  them? 
Ihat  to  me  is  an  intolerable  situation.     We  must  find  work  for  them 
and  when  we  support  this  measure  we  are  not  begging  for  doles  or 
for  relief .     We  are  beggmg  for  work  for  these  miUions  of  unemployed. 
1  his  need  for  flexibility  was  one  of  the  major  arguments  against  the 
30-hour  week  2  years  ago;  it  continues  to  be  a  criticism  leveled  against 
the  present  measure.     Among  the  arguments  in  favor  of  fixinginaxi- 
mum  hours  of  work  through  the  codes  of  fair  competition,  instead  of 
by  Federal  law   was  that  the  needs  of  each  industrv  coilld  be  con- 
^dered  separately,  and  the  desired  flexibflity  could  tfius  be  achieved. 
1  he  example  I  have  ]  ust  given  you  shows  how  flexibility  in  the  hours  of 
work  feed  by  the  automobfle  code  has  been  used  to  hamper,  if  not 
r^^lm^''  P^^^^^^^  the  f ulfiUment  of  the  progress  of  the  recovery 

f o;f^^  7^""  T^Jr  l^^'^^^S  ^^^  clear-cut  indication  that  the  codes  have 
faded  to  establish  a  shortened  work  week  is  to  be  found  in  the  fact 
^.1'^  T  '^''''^^  T^^  August  1933  have  the  average  houi^s  actuaUy 
r«f«K?^i.^5^K  ^^u"^  ^5  the  40-hour  week  which  h^  been  generallv 
established  by  the  codes.  With  an  average  maximum  work  week  of 
40  hours  provided  by  the  code  in  October  1934  actual  average  houre 
moX  nTi'o  A^^  "''  manufacturing  industry.     For  the  first  11 

wpr^  nnlvV  .^'  ^^^  ^i^^''^^^  5^^"^^  ^?^^^  ^^  ^""^^  '^  ^^  industries 
we^  only  3/  .5  per  week,  according  to  the  Bureau  of  Labor  Statistics. 

We  are  now  askmg  for  a  work  week  reduced  sufficiently  to  reemploy 

Had  th'e  N  TT""  ^^"^  ^r t  "^f^.  ^""^  ^^^  ^^  ^^^^  ^^^  ^  or  5  years^ 
nr^Ki!  f  ^'  \  accomplished  Its  primary  purpose  of  solving  the 
nnf^l^f  ""^1  ^^^^^Ploy^ent,  the  American  Federation  of  Labor  would 
not  today  lend  its  support  to  a  30.hour  bill.     It  is  the  failure  Tfthe 

i^pSative'^hentr^^  '"^  ^  reemployment  which  makes 

fac^ todTv'^'^^n'fKT^?'^^^^  the  unemployment  situation  which  we 
before  a  SenatP  Pn'^'l^'^f^  ^f  ^^'  depression,  I  made  the  statement 
Deiore  a  benate  Committee  that  we  must  either  reduce  hours  of  work 
very  considerably  or  maintain  a  large  portion  of  our  populatioTas 
permaiiently  unemployed.  Our  problem  is  now  much  moTserio^ 
than  It  wa^  when  I  made  that  statement  before  your  coiStee      In 
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November  1934  the  Federal  Emergency  Relief  Administration  report- 
ed that  the  number  on  our  Government  relief  rolls  had  jumped  to 
19,000,000,  representing  more  than  15  percent  of  the  entire  population 
of  this  country.  This  is  an  all-time  high  for  relief.  The  amount 
reported  by  the  Federal  Emergency  Relief  Administration  as  spent 
in  the  month  of  November  for  these  millions  of  dependent  persons 
was  over  $172,600,000.  Think  of  it!  $172,600,000  in  1  month  for 
relief!    How  long  can  we  continue  that  policy? 

You  are  considering  a  measure  here  in  this  session  of  Congress  that 
appropriated  $4,800,000,000  for  public  works  for  the  purpose  of  putt- 
ing men  at  work  at  public  expense,  which  is  commendable;  but,  gentle- 
men of  the  committee,  where  does  the  money  come  from?  Where  is  it 
coming  from?  I  prefer  to  make  industry  absorb  these  unemployed. 
The  taxpayers  of  this  Nation  cannot  continue  to  pay  $172,600,000  a 
month  for  relief .  And  that  is  only  a  portion  of  it.  In  every  State  in 
the  Union  the  State  legislature  is  driven  to  desperation  in  an  effort 
to  impose  various  kinds  of  taxes,  sales  taxes,  which  make  the  poor 
devil  that  buys  the  loaf  of  bread  contribute  toward  the  support  of  the 
unemployed.  And  this  tax  problem  is  mounting  higher  and  higher 
and  higher  in  order  to  feed  them,  and  industry  comes  and  says:  "  No ; 
we  have  no  obligation  to  create  work  opportunities  for  these  idle  men." 

Consider  the  situation  with  this  taxing  problem  facing  the  people 
of  the  country,  taxed  by  the  Federal  Government,  the  sales  tax,  the 
most  vicious  kind  of  tax.  Out  of  the  small  amount  for  relief  given  to 
the  unemployed  man,  he  must  contribute  3  percent  or  2  percent  or 
whatever  the  sales  tax  may  be  in  order  to  help  feed  himself  and  his 
other  unfortunate  and  distressed  fellow  workers.  And  we  are  face  to 
face  with  a  most  serious  problem,  with  $172,600,000  being  expended 
every  month.  We  can  appropriate  this  vast  sum  of  $4,800,000,000 
and  spend  it,  and  when  we  do,  unless  we  tackle  this  problem,  not  as 
timid  souls,  but  as  brave  and  courageous  men,  they  will  be  back  here 
asking  for  another  five  billion. 

Industry  owes  an  obligation  to  our  social  order.  It  is  not  a  law 
unto  itself.  It  is  responsible  to  our  Government  and  our  civilizing 
processes.  It  is  not  just  merely  an  instrument  of  the  stockholders 
created  for  the  purpose  of  earning  dividends.  It  owes  something  to 
our  social  order.  It  is  obligated  to  serve  society,  and  if  it  will  not  do  it 
voluntarily,  then  the  Congress  of  the  United  States,  the  law-making 
body  of  the  Nation,  must  compel  and  require  industry  to  measure  up 
to  its  responsibility. 

Think  of  it!  $172,000,000  in  one  month!  When  you  and  I  were 
boys.  Senators,  not  so  long  ago,  we  would  have  been  shocked  if  the 
suggestion  had  been  made  that  this  Government  would  spend 
$172,000,000  for  relief  in  a  year.  We  cannot  continue  that  situation. 
We  are  face  to  face  today  with  a  more  serious  situation  than  we  were 
when  you  introduced  your  bill.  Senator  Black,  2  years  ago.  They 
talk  of  a  sales  tax,  sending  the  distressed  people  back  to  local  communi- 
ties to  be  fed  by  communities  that  are  impoverished  and  cannot  feed 
them.  If  we  think  only  of  the  economics  of  the  situation,  we  will  be 
greatly  impressed,  but  when  we  think  of  the  social  implications  in- 
volved we  must  truly  become  alarmed. 

A  year  ago  in  the  same  month  of  November,  there  were  on  relief 
approximately  15,000,000  people,  as  comi)ared  with  the  19,000,000 
tliis  year.  Our  problem  grows  and  we  cannot  longer  delay  real  efforts 
to  solve  it.     Since  the  Federal  Government  began  to  bear  the  burden 


of  relief  due  to  unemployment,  it  has  made  available  for  relief  more 
than  two  and  a  half  billion  dollars. 
^"  It  is  estimated  that  in  November  of  last  year  there  were  11,000,000 
unemployed,  dependent  for  support  on  Government  funds,  on  private 
charity,  or  on  their  own  slender  resources.  This  number  of  unem- 
ployed represented  more  than  31  percent  of  the  total  number  of  wage 
earners  and  small-salaried  workers  in  the  United  States.  Almost 
one-third  of  our  wage  earners  were  being  supported  by  those  who  were 
still  at  work. 

The  tragic  effect  of  continued  unemployment  upon  millions  of  our 
population  must  not  be  underestimated.  Every  year  during  which 
these  men  and  women  remain  without  work  makes  the  problem  of 
their  ultimate  adjustment  to  a  normal  life  more  difficult.  During 
the  past  4K  years  a  large  portion  of  our  population  has  been  sinking 
further  into  hopelessness  and  despair.  How  much  more  serious  shall 
we  permit  this  problem  to  become  before  we  take  the  necessary  action? 
^  The  present  30-hour  bill  is  the  most  feasible  method  of  solving  this 

problem.  The  30-hour  week,  I  emphasize,  must  not  be  looked  upon 
as  a  mere  share- the- work  plan.  As  such  it  would  fasten  upon  the 
worker  the  entire  cost  of  the  unemployment  from  which  he  is  suffer- 
ing, through  no  fault  of  his  own.  The  reduction  in  hours  of  work 
can  be  effective  only  if  earnings  average  are  maintained  at  least  at 
their  present  level.  It  is  impossible  to  discuss  the  shorter  working 
day  without  discussing  both  wages  and  the  distribution  of  income. 
Wages  have  been  beaten  down  to  incredible  levels  during  the  depres- 
sion. Code  hearings  provided  a  picture  of  our  industrial  system 
before  which  anyone  who  beheved  in  what  we  have  called  American 
standards  stood  appalled.  In  one  code,  at  least  (laundry),  minimum 
wage  rates  were  set  at  14  cents  an  hour  in  a  very  considerable  portion 
of  the  country.  The  industry  itself  estimated  that  the  14-cent  mini- 
mum wage  rate  would  increase  the  operating  pay  roll  in  close  to  50 
percent  of  the  plants  affected.  Think  of  that!  The  minimum  wage 
set  in  one  industrial  code  of  fair  practice  at  14  cents  per  hour! 

In  the  furniture  industry  it  was  estimated  that  a  minimum  wage 
jf  rate  of  30  cents  per  hour  in  the  South  and  34  cents  in  the  North 
would  increase  the  wages  of  68  percent  of  all  the  employees  in  southern 
furniture  factories,  and  of  57  percent  of  all  employees  in  furniture 
factories  in  the  North.  Think  of  these  low  minimimi  wage  rates — 
shockingly  so — 30  and  34  cents  an  hour,  30  cents  in  the  South  and 
34  cents  in  the  North,  would  increase  the  wages  of  68  percent  of 
southern  employees  and  58  percent  of  northern  employees  of  furni- 
ture factories.  What  must  have  been  the  wages  paid  before  these 
minimum  rates  were  estabUshed? 

Wages  fell  very  much  more  rapidly  during  the  depression  than  did 
employment.  Tliis  is  shown  by  a  comparison  of  the  decreases  in  the 
index  numbers  of  employment  and  of  pay  rolls.  In  1933  employ- 
ment in  manufacturing  industry  showed  a  drop  of  34.3  percent,  as 
compared  with  1929,  but  for  the  same  year  pay  rolls  showed  a  drop 
of  55  percent.  Not  onh^  did  wages  drop  much  more  rapidly  and 
much  further  than  did  pay  rolls,  due  to  the  wage  cuts,  part-time 
employment,  speed-up  work,  and  so  forth,  but  they  have  failed  to 
recover  in  proportion  to  the  increase  in  employment.  In  1934,  for 
example,  employment  in  manufacturing  mdustries  was  25  percent 
below  1929,  but  pay  roils  were  still  sL^^htly  over  43  percent  below 
1929.     In  certain  industries  the  spread  between  unemployment  and 


22 


THIRTY-HOUR  WORK   WEEK 


pay  rolls  is  even  greater  than  in  all  of  manufacturing.  In  iron  and 
steel,  for  example,  while  employment  showed  a  drop  of  only  33  per- 
cent as  compared  with  1929,  pay  rolls  were  55  percent  below  the 
1929  level;  in  textiles,  1934  figures  show  a  drop  of  13  percent  in  em- 
ployment as  compared  with  1929,  but  pay  rolls  are  32  percent  below 

that  year. 

I  do  not  say  that  codes  have  not  had  the  effect  of  raising  the  wages 
of  the  lowest-paid  workers  in  many  industries.  Minimum  wage  rates 
have  in  a  great  many  industries  been  substantially  increased.  In 
cotton  textSes,  in  some  of  the  garment  industries,  in  canning,  and  in 
many  other  industries  which  I  could  name,  in  which  wages  had  sunk 
very  low,  codes  have  pulled  up  the  minimum.  But  it  must  be  ad- 
mitted, also,  that  the  effect  of  the  codes  upon  workers  above  the 
minimum  has,  on  the  whole,  been  highly  undesirable.  In  a  great 
many  cases,  workers  in  the  higher  brackets  have  had  their  earnings 
substantially  reduced.  Piece  workers  have  not  been  protected  under 
the  codes,  nor  by  collective  bargaining  provided  by  section  7  (a)  of 
the  National  Industrial  Recovery  Act,  and  in  a  majority  of  industries 
the  codes  have  failed  to  maintain  weekly  earnings  when  hours  of 
work  were  reduced. 

Yet  the  cost  of  living  has  increased  under  the  codes,  and  profits,  as 
I  will  show,  have  increased  enormously.  Certainly  the  fact  that 
increases  in  employment  and  pay  rolls  imder  the  codes  have  not  kept 
pace  with  increases  in  production  and  prices  indicates  that  output  per 
worker  is  increasing  and  that  the  margin  of  profits  is  also  increasing 
more  rapidly  than  wages. 

It  is  my  firm  belief  that  we  have  not  yet  realized  the  immense  pos- 
sibilities for  well-being  which  lie  in  our  productive  system.  It  is  one 
of  the  most  efficient  in  the  world.  Let  me  contrast  that  with  the 
inadequacy  of  our  distribution  of  purchasing  power,  and  with  the 
condition  m  which  we  find  ourselves  now,  as  we  enter  the  sixth  year 
of  depression.  In  a  country  with  resources  so  great  that  we  have 
only  begun  to  use  them,  with  a  productive  capacity  of  which  we  did 
not  even  dream  a  few  years  ago,  the  masses  of  our  population  not 
only  are  now,  in  depression,  living  in  want  and  privation,  but  even 
in  prosperous  times,  they  are  Hving  in  poverty.  We  have  never  had 
a  standard  of  living  high  enough  to  be  a  source  of  pride.  In  the  period 
from  1919  to  1929,  when  there  was  a  general  belief  that  everyone 
was  prosperous,  there  were  millions  of  families  in  destitution. 

Millions  of  Americans  were  living  in  poverty  in  1929,  many  of 
them  even  below  the  minimum  subsistence  level.  Without  raising 
a  finger  to  prevent  it,  we  have  permitted  the  development  of  industry 
in  this  country  to  take  precedence  over  every  human  interest,  and  to 
ruin  the  lives  of  millions  of  our  workers.  Industries  use  up  in  a 
few  years  the  energies  of  their  workers,  and  tlu'ow  those  workers  on 
the  street  to  starve  or  live  on  charity.  The  welfare  of  human  beings 
should  be  the  purpose  of  our  economic  system.  If  anyone  challenges 
that  statement,  let  him  go  to  the  city  of  Detroit  and  the  State  of 
Michigan,  where  they  will  find  thousands  thrown  out  of  the  factories 
just  as  you  would  displace  a  part  of  a  machine,  to  be  fed  by  the 
people  of  Michigan  and  the  citj'  of  Detroit.  That  it  is  not,  is  all  too 
clear  from  the  opposition  which  the  proposal  we  are  discussing  today 
meets  from  industry.  I  am  not  sure  whether  tliis  is  a  repetition, 
Senator  Black,  of  what  you  so  convincingly  expressed  this  morning; 
but  if  it  is,  it  is  worth  repeating. 
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To  indicate  the  need  for  a  more  equitable  distribution  of  income, 
if  we  are  to  create  mass  purchasing  power,  I  quote  a  statement 
recently  made  by  the  Brookings  Institution. 

In  1929,  nearly  6,000,000  families,  or  more  than  21  percent  of  the 
total,  had  incomes  less  than  $1,000. 

About  12,000,000  families,  or  more  than  42  percent,  had  incomes 
less  than  $1,500. 

Nearly  20,000,000  families,  or  71  percent,  had  incomes  less  than 
$2,500. 

Only  a  little  over  2,000,000  families,  or  8  percent,  had  incomes  in 
excess  of  $5,000. 

About  600,000  families,  or  2.3  percent,  had  incomes  in  excess  of 
$10,000. 

Doesn't  that  present  an  impressive  picture  of  failure  to  properly  and 
adequately  distribute  our  national  income?  If  we  take  these  figures 
into  account,  we  readily  understand  why  there  is  no  market  for  the 
sale  of  manufactured  goods.  People  cannot  buy.  Much  of  net  income 
for  a  large  percentage  of  the  families  of  the  Nation  is  far  below  the 
amount  required  to  maintain  a  family  in  decency  and  comfort. 

The  aggregate  income  of  the  6,000,000  families  at  the  bottom  of 
the  scale,  even  when  the  negative  incomes  shown  by  some  families 
are  eliminated,  amounted  to  2)i  billion  dollars.  0n  other  words, 
about  21  percent  of  the  families  received  only  4.5  percent  of  the 
income.  The  11,653,000  families  with  incomes  of  less  than  $1,500 
received  a  total  of  about  $10,000,000,000.  At  the  other  extreme, 
the  35,000  families  having  incomes  in  excess  of  $75,000  possessed  an 
aggregate  income  of  9%  billion  dollars.  Thus  it  appears  that  0.1 
percent  of  the  famihes  at  the  top  received  practically  as  such  as 
42  percent  of  the  families  at  the  bottom  of  the  scale. 

These  figures,  in  other  words,  show  that  more  than  half  of  the 
families  in  this  country  received  less  than  $2,000  per  year  in  1929, 
which  is  not  adequate  to  fill  modern  needs  of  food,  clothing,  shelter, 
health,  and  education.  A  tremendous  consuming  power  for  the 
products  of  industry  would  be  developed  if  these  families  received 
incomes  with  which  to  satisfy  their  needs.  Wlien  we  add  to  this 
consuming  power  that  wliich  will  be  exercised  by  our  11,000,000 
unemployed  when  they  have  wages  sufficient  to  keep  their  famihes 
in  health  and  decency,  the  possibilities  for  industrial  production 
come  clearly  before  us. 

In  considering  the  stimulus  to  industry  which  will  be  derived  from 
increased  wage  payments,  we  should  note  the  savings  which  are  set 
aside  by  the  different  income  groups.  In  1929,  families  receiving 
less  than  $2,000  were  able  to  set  aside  virtually  nothing  in  the  form 
of  savings.  Eighty-seven  percent  of  all  savings  were  made  by  famihes 
receiving  $4,600  per  year  and  over  who  were  able  to  save  approxi- 
mately 38  percent  of  their  incomes. 

Certainly,  the  most  immediate  stimulus  to  industry  will  come  from 
that  portion  of  our  national  income  which  goes  to  those  families  who 
are  turning  all  of  their  receipts  back  into  the  consuming  market. 
That  portion  of  our  national  income  that  goes  to  families  in  the  liigh- 
income  brackets  w  ill,  to  a  large  degree,  be  turned  back  into  investments 
in  plant  and  equipment  which  will  further  exaggerate  the  disbalance 
existing  today  in  our  economic  system. 

It  may  be  contended  that  when  oui-  uationai  income  declines,  our 
wage  bill  must  be  drastically  cut.     We  know,  however,  that  increases 
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in  national  income  result  directly  from  increased  wage  disbursements. 
Between  1929  and  1932  our  national  income  declined  40  percent, 
while  wages  declined  60  percent.  The  source  of  that  bit  of  informa- 
tion is  National  Income,  U.  S.  Department  of  Commerce.  Such 
curtailment  of  wages  resulted  in  a  drop  of  75  percent  in  tlie  sales  of 
automobiles  and  38  percent  in  department-store  sales.  Reductions 
in  wage  payments  have  a  cumulative  effect  upon  the  trade  of  our 
country  which  gradually  stifles  industrial  activity.  When  there  are 
not  funds  available  for  the  purchase  of  absolute  necessities,  the  market 
for  automobiles  and  other  products  which  are  not  absolutely  essential 
suffers  drastic  curtailments. 

Fortunately,  we  can  now  study  the  result  of  the  increase  in  the 
workers'  income  which  was  realized  between  1933  and  1934.  Our 
best  estimate  is  that  workers'  income  increased  approximately  19 
percent  in  this  period.  Sales  of  automobiles  increased  32  percent; 
department-store  sales,  approximately  13  percent;  and  mail-order- 
house  sales,  25  percent.  Just  as  soon  as  increased  wages  were  put  in 
the  hands  of  the  workers,  there  was  an  immediate  demand  for  certain 
purchases  which  had  to  be  denied  in  1932.  It  should  be  noted  that 
this  increase  in  the  workers'  income  of  19  percent  was  accompanied 
by  a  comparable  increase  in  total  national  income. 

Senator  Austin.  What  is  the  period  of  which  you  are  speaking? 

Mr.  Green.  I  am  referring  to  one  of  the  worst  pyeriods  in  our  de- 
pression period,  which  was  really  between  1933  and  1934.  There  was 
a  spurt  there.  Wages  were  increased,  I  think  I  said,  19  percent.  Our 
best  estimate  is  that  the  workers'  income  increased  approximately  19 
percent  in  that  period.  I  am  trying  to  point  out  that  even  in  that 
terrible  depression  period,  when  there  was  a  slight  increase  in  pur- 
chasing power,  that  was  immediately  reflected  in  increased  sales  in 
department  stores,  automobiles,  mail-order  houses,  and  other  places. 
The  response  was  wonderful.  It  was  Uke  an  electric  spark.  During 
the  period  of  the  C.  W.  A.,  only  of  temporary  duration,  it  showed  an 
increase  in  the  sales  of  merchants,  because  the  money  distributed 
among  the  wage  earners  was  quickly  spent,  and  as  a  result  the  sales  of 
goods  increased  in  the  most  impressive  way. 

Is  it  not  clear  from  this  brief  illustration  that  our  industrial  system 
will  react  immediately  to  the  stimulus  of  greater  buying  power  in  the 
hands  of  the  wage  earners  of  this  country,  who  represent  approxi- 
mately 80  percent  of  our  total  ability  to  consume ;  that  is,  80  percent 
of  the  population  of  our  country  who  will  buy  the  products  of  industry 
just  as  soon  as  they  have  the  necessary  purchasing  power? 

Senator  Neely  (presiding).  Mr.  Green,  there  is  a  roll  call  in  the 
Senate,  and  it  is  necessary  to  suspend.  Will  it  be  convenient  for  you 
to  resume  tomorrow  morning  at  10  or  10:30? 

Mr.  Green.  Yes.  I  have  a  meeting  of  the  executive  council  of 
the  American  Federation  of  Labor.  I  have  presented  the  case  of  the 
American  Federation  of  Labor  with  a  great  deal  of  care;  and  while  I 
may  flatter  myself,  it  is,  in  my  judgment,  unanswerable. 

Senator  Neely.  I  think  you  are  ligiit. 

Mr.  Green.  I  should  like  very  much  to  present  it  in  my  own  way 
as  well  as  I  can. 

Senator  Neely.  You  shall  have  ample  opportunity  to  do  so. 

The  committee  will  suspend  until  10  o'clock  tomorrow^  morning. 

(Whereupon,  at  12:15  p.  m.,  the  committee  adjourned  until  the 
following  day,  Friday,  February  1,  1935  at  10  a.  m.) 
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FRIDAY,  FEBRUARY   1,   1936 

United  States  Senate, 
Subcommittee  op  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 
The  subcommittee  met,  pursuant  to  adjournment  at  10:15  a.  m.,  in 
the  caucus  room,  318  Senate  Office  Building,  Senator  M.  M.  Neely 
(chairman  of  subcommittee)  presiding. 

Present:  Senators  Neely  (presiding).  Hatch,  McCarran,  and 
Austin. 

STATEMENT  OF  WILLIAM  GREEN,  PRESIDENT  OF  THE  AMERICAN 

FEDERATION  OF  LABOR— Resumed 

Senator  Neely  (presiding).  You  may  proceed,  Mr.  Green. 

Mr.  Green.  Mr.  Chairman  and  members  of  the  committee,  I  am 
very  much  pleased  to  come  this  morning  and  continue  the  presenta- 
tion of  the  case  of  the  American  Federation  of  Labor,  beginning  at  the 
point  where  I  left  off  on  yesterday.  I  should  like  to  say  to  the 
committee  that  just  now  tlie  executive  council  of  the  American 
Federation  of  Labor  is  meeting  at  our  headquarters.  It  is  a  very 
important  meeting,  one  of  our  extraordinarily  important  meetings; 
but  the  council  is  so  deeply  interested  in  the  measure  now  being 
considered  by  your  committee  that  it  adjourned  the  session  this 
morning  for  the  purpose  of  permitting  the  members  to  come  here  and 
prove  to  you  and  your  associates  their  very  deep  interest  in  this 
pending  6-hour  day  and  5-day  week  bill. 

Upon  the  signing  of  the  National  Industrial  Recovery  Act  on 
June  16,  1933,  President  Roosevelt  appealed  to  the  Nation  to  give 
full  support  to  the  program  of  reemployment  through  shorter  hours 
and  increased  purchasing  power  through  higher  wages.    He  said: 

Throughout  industry,  the  change  from  starvation  wages  and  starvation  em- 
ployment to  living  wages  and  sustained  employment  can,  in  large  part,  be  made 
by  an  mdustnal  covenant  to  which  all  employers  shall  subscribe.  It  is  greatly  to 
their  mterest  to  do  this  because  decent  living  widely  spread  among  our  125,000,000 
people  eventually  Lieans  the  opening  up  to  industry  of  the  richest  market  which 
the  world  has  known.  It  is  the  only  way  to  utilize  the  so-caUed  ''excess  capacity  " 
of  our  mdustnal  plants.     And  also: 

Finally  this  law  is  a  challenge  to  our  whole  people.  There  is  no  power  in 
America  that  can  force  against  the  public  wiU  such  action  as  we  require.  But 
there  is  no  group  in  America  that  can  withstand  the  force  of  an  aroused  public 
opmion.  ihis  great  cooperation  can  succeed  only  if  those  who  bravelv  go  forward 
to  restore  jobs  have  aggressive  public  support  and  those  who  lag  are  made  to 
feel  the  full  weight  of  public  disapproval. 

Almost  a  year  ago,  on  March  5,  1934,  representatives  of  American 
industry  met  m  Washington  to  review  the  record  of  the  first  months 
of  the  N.  I.  R.  A.  and  to  adopt  policies  for  the  future.     In  addressino- 
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this  gathering  of  three  and  one-half  thousand  leaders  of  organized 
industries,  President  Roosevelt  said: 

We  must  remember  that  the  bulk  of  the  market  for  American  industry  is  among 
the  90  percent  of  our  people  who  live  on  wages  and  salaries  and  only  10  percent 
of  that  market  is  among  people  who  live  on  profits  alone.  No  one  is  opposed  to 
sensible  and  reasonabll  profits-but  the  morality  of  the  case  is  that  a  great 
segment  of  our  people  are  in  actual  distress;  and  that  as  between  profits  first  and 
humanity  afterward  we  have  no  room  for  hesitation.  With  millions  still  unem- 
ploved  the  power  of  our  people  to  purchase  and  use  the  products  of  industry  is 
still  greatly  curtailed.  It  can  be  increased  and  sustained  only  by  striving  for 
the  lowest  schedule  of  prices  on  which  higher  wages  and  increasing  employment 

"^^T^^rSore  *l'gfve  to  industry  today  this  challenge:  It  is  the  immediate  task  of 
industrv  to  reemploy  more  people  at  purchasing  wages  and  to  do  it  now.  Only 
thus  can  we  continue^ecovery  and  restore  the  balance  we  seek.  It  is  worth  while 
keeping  in  the  front  of  our  heads  the  thought  that  the  People  m  this  country 
who^se  fncomes  are  less  than  $2,000  a  year  buy  more  than  two-thirds  of  all  the  goods 
sold  here.  It  is  logical  that  if  the  total  amount  that  goes  in  wages  to  this  group 
of  human  beings  is  steadily  increased,  merchants,  employers,  and  investors  will 
in  the  long  run  get  more  income  from  the  increased  volume  of  sales. 

That  is  the  language  of  the  President  about  1  year  ago,  and  may  I 
make  the  observation  that  on  that  occasion  the  President  appealed  to 
industrial  leaders  to  reduce  the  number  of  hours  worked  per  day 
voluntarily  10  percent,  and  to  increase  wages  m  a  corresponding  way  f 
It  was  known  as  the  10-10  proposition— reduce  hours  10  percent, 
increase  wages  10  percent.  You  will  recall  that  notwithstanding  the 
sturdy,  heart-touching  appeal  of  the  President  to  put  human  beings 
first  and  profits  second,  these  indistrial  leaders  steeled  themselves  and 
said  "No",  to  the  President  of  the  United  States.  There  was  no 
reduction  in  the  hours  of  labor  and  no  mcrea^e  in  the  pay  of  the 
workers,  because  the  industrial  leaders  of  the  NaUon  positively  and 
absolutely  refused  to  respond  to  the  urgent  appeal  of  ^l^e  president 

I  refer  to  this  matter,  because  it  has  been  the  attitude  of  the 
industrial  leaders  in  opposition  to  the  reduction  of  hours  in  the 
industrial  codes  of  fair  practice  from  the  beginmng  We  wiU  hnd 
them  here  before  these  hearings  are  over  opposing  this  proposal  to 
reduce  the  hours  of  labor  for  the  purpose  of  spreadmg  employment^ 

And  again,  as  we  learn  from  the  press  reports  the  automobile 
industry  has  chaUenged  the  Government,  flaunted  labor  and  through 
its  influence  finaUy  succeeded  in  haviug  imposed  a  code  upon  labor 
in  this  country,  against  which  we  solemnly  protest,  and  which  is 

^^he  hi^^ustrial  code  of  fair  practice  applying  to  the  automobile 
industry  expired  on  three  different  occasions.  Labor  appealed  to 
the  National  Recovery  Administration  at  each  time  to  hold  a  pubUc 
hearing  for  the  purpose  of  permitting  labor  to  offer  recommendations, 
aud  insisted  upon  further  reductions  of  hours  and  increase  of  wages 
in  the  automobile  industry,  and  the  correction  of  abuses  prevailmg 
there;  but  the  automobUe  manufacturers  turned  a  deaf  ear  to  that 
appeal,  allowed  the  matter  to  drift  until  about  48  hours  or  perhaps 
12  hours  before  the  expiration  date,  and  then  served  notice  on  the 
Government  that  the  code  must  be  continued  without  change,  or  no 

code  at  all.  ^  *  i    •  •  j.    j.*       i^u  ^ 

Recently  we  advised  the  National  Recovery  Admmistration  that, 
if  that  was  to  be  the  attitude  of  the  automobile  manufacturers  we 
would  prefer  no  code  at  all,  in  preference  to  the  contmuation  of  the 
present  code     Now  we  find  from  the  press  reports  this  mornmg  that 


that  code  has  been  imposed  in  a  most  objectionable  form,  because 
they  have  incorporated  in  the  code  the  set-up  of  the  Automobile 
Labor  Board  for  the  adjustment  of  industrial  disputes,  against  which 
labor  has  protested. 

Labor  has  served  notice  upon  the  Administration  and  upon  the 
automobile  manufacturers  that  we  will  have  nothing  whatever 
further  to  do  with  the  Automobile  Labor  Board;  that  we  will  with- 
draw; that,  so  far  as  our  relationship  with  it  is  concerned,  it  has 
terminated.  We  did  that  in  an  orderly  way,  because  our  attorney 
advised  us  that  we  had  a  moral  and  legal  right  to  do  so  We  did  it. 
We  exercised  our  right  and,  notwithstanding  that,  we  find  that  this 
objectionable  set-up  has  been  incorporated  in  the  extension  of  the 
industrial  code  of  fair  practice  for  the  automobile  industry.  Labor 
protests  against  that.  We  shall  continue  to  protest.  Instead  of  that 
action  contributing  toward  the  development  of  cooperation  and 
industrial  peace  ia  the  automobile  industry,  it  will  further  accelerate 
the  condition  of  social  unrest  and  industrial  discontent  which  now 
prevails. 

I  have  gone  into  that,  Mr.  Chairman  and  gentlemen  of  the  com- 
mittee, because  I  want  to  bring  to  your  attention  the  efforts  we  have 
put  forth  from  time  to  time  to  secure  redress,  to  shorten  the  hours  of 
labor  under  the  National  Recovery  Administration,  to  bring  about 
employment  by  spreading  the  word  among  more  people  through  a 
reduction  in  the  hours  of  labor,  and  we  confess  we  have  absolutely 
failed,  because  under  the  code  of  fair  practice  for  the  automobile 
industry,  I  am  informed  the  workers  are  compelled  and  required  to 
work  almost  unlimited  hours,  at  the  discretion  of  the  automobile 
manufacturers. 

I  want  to  say  to  you  that  we  protest  against  that  automobile  code. 
We  will  not  accept  it.  We  will  not  recognize  it.  We  will  not  yield 
to  it.     We  feel  that  very  strongly. 

Senator  McCarran.  Mr.  Green,  would  you  mind  if  I  asked  you  a 
question  at  this  time? 

Mr.  Green.  Not  at  all.  I  shaU  be  very  glad  to  answer  any  ques- 
tions. 

Senator  McCarran.  It  is  a  Httle  off  of  your  thought,  but  it  comes 
to  me  by  reason  of  having  attended  a  session  of  the  Committee  on 
Appropriations  yesterday  afternoon.  There  is  now  pending  before 
that  committee  a  bill  to  appropriate  $4,800,000,000  for  so-called  work 
rehef .  The  thought  that  comes  to  me  now  came  out  of  the  first  para- 
graph of  the  President's  declaration.  It  was  stated  before  the  Com- 
mittee on  Appropriations  that  the  highest  wage  that  would  be  paid 
under  that  bill  would  be  approximately  $50  a  month,  and  they  pro- 
pose to  put  3,500,000  imemployed  to  work  along  that  line.  I  do  not 
want  to  take  you  off  your  trend  of  thought,  but  the  idea  strikes  me 
that  with  the  appropriation  of  $4,800,000,000  and  the  employment  of 
3%  milUon  people,  we  are  going  to  go  a  long  way  toward  tearing  down 
the  wage  structure  of  this  country,  if  such  a  wage  Hmit  is  fixed.  Is 
that  so?  I  would  like  to  get  your  idea  on  that.  Speaking  as  one 
member  of  this  committee,  it  would  seem  to  me  that  is  not  in  keeping 
with  the  President's  statement  from  which  you  read. 

Mr.  Green.  I  can  readily  see,  Senator  McCarran,  that  you  are 
thinking  just  the  same  as  we  have  been  thinking  about  that  proposi- 
tion.    We  are  indeed   apprehensive.     The  statement  that  it  was 
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intended  to  pay  a  wage  approximating  or  averaging  $50  a  month 
caused  us  to  be  very  much  alarmed.  We  feel  that,  if  that  is  to  be 
done,  instead  of  it  being  a  benefit  to  the  wage  earners  of  the  country, 
it  is  going  to  injure  them,  because  it  is  going  to  operate  to  tear  down 
wage  standards  that  have  been  set  up  in  private  industry  in  the 
different  localities  of  the  country.  It  is  an  economic  fact  that  the 
lowest  wage  standard  established  in  any  locality  is  the  wage  standard 
that  as  a  rule  is  established  in  all  lines  of  industry  in  that  com- 
munity. If  this  mighty  Government  proceeds  to  establish  a  lower 
rate  for  public  work  in  the  different  communities  of  the  country  than 
prevails  in  private  industry,  it  is  going  to  reduce  purchasing  power, 
it  is  going  to  tear  down  wage  standards,  and  that  means  that  instead 
of  helping  the  wage  earners  of  the  country  it  is  going  to  injure  them. 

Of  course,  labor  is  protesting  against  that,  and  we  are  sending 
recommendations  to  the  Committee  on  Appropriations  which  we  hope 
will  be  accepted.  We  are  insisting  that  in  the  expenditure  of  that 
money  in  the  different  localities,  the  prevailing  rate  of  wages,  particu- 
larly in  the  construction  industry,  provided  for  in  the  Bacon-Davis 
Act  shall  be  maintained,  and  that  the  rate  of  pay  established  for  other 
Unes  of  work  must  be  a  rate  of  pay  that  corresponds  with  the  prevailing 
rate  of  wages  in  the  different  communities.  We  wish  to  create  and 
build  up  buying  power,  not  tear  it  down.  We  do  not  want  to  see  the 
expenditure  of  public  funds  used  to  reduce  buying  power,  but  we 
want  to  see  it  used  scientifically  and  constructively  in  order  to  develop 
and  build  up  the  purchasing  power  of  the  masses  of  the  people. 

I  am  glad  to  make  this  answer  to  you  in  behalf  of  labor. 

So  long  as  the  output  per  workers  per  hour  continues  to  increase, 
we  cannot  realize  full  employment  unless  hours  of  work  per  wage 
earner  are  sufficiently  curtailed  to  offset  increasing  productivity,  or 
compensation  per  employee  is  sufficiently  increased  to  develop  an 
every-expanding  market.  So  long  as  the  wage  percent  of  value  added 
by  manufacture  continues  to  declme,  we  cannot  expect  to  create  that 
buying  power  upon  which  our  industries  must  depend. 

It  has  been  estimated  that  productivity  per  workers  has  increased 
71  percent  since  1919.  There  has  been  an  increase  of  15  percent  since 
1929,  according  to  Economic  Tendencies  in  the  United  States,  by 
F.  C.  Mills,  and   National   Bureau  Economic   Research   Bulletin, 

No.  53. 

The  increased  output  per  woricer  may  be  traced  to  many  factors, 
but  without  question,  the  three  outstanding  considerations  are  as 

follows:  . 

The  replacement  of  men  by  machines  which  may  be  expressed  m 

terms  of  increased  horsepower  per  worker. 

Changes  in  production  methods  which  permit  of  greater  output 
per  worke;*  without  changes  in  equipment  or  changes  in  the  energy 
expended*  by  an  individual  workman. 

A  greater  expenditure  of  ener^  by  individual  workmen  brought 
about  through  so-called  ''incentive  systems'*,  through  the  drive  of 
economic  necessity  which  has  pervaded  the  hearts  of  all  wage  earners 
in  this  period  of  great  imcertainty,  and  through  other  methods  adopted 
by  employers,  which  demand  thet  every  possible  ounce  of  energy  be 
expended  in  producing  the  greatest  possible  amount  of  goods  during 
the  working  day. 
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There  are  certain  sample  illustrations  available  from  different  plants 
and  industries  which  show  to  a  degree  the  importance  of  these  three 
elements  in  the  increase  in  the  productivity  of  each  worker  which  has 
been  effected,  but  it  is  only  of  the  first  of  these  elements  that  we  have 
an  accurate  measurement.  According  to  table  1  herewith  submitted, 
horsepower  per  wage  earner  in  the  manufacturing  industries  increased 
approximately  50  percent  between  1919  and  1929  with  the  result  that 
an  increase  of  42  percent  in  physical  volume  of  production  was  accom- 
panied not  by  an  increase  in  wage  earners  involved,  but  by  a  decline 
of  2  percent.  During  this  period,  the  horsepower  per  wage  earner 
increased  constantly  through  1919  to  1929  from  3.25  to  4.86. 

Since  1921,  wages  have  represented  a  constantly  decreasing  per- 
centage of  the  total  value  added  by  manufacturers.  From  a  figure 
of  44.7  in  1921,  the  ratio  of  wages  to  value  added  by  manufacture 
fell  to  36.1  in  1931,  as  shown  in  table  2,  a  decline  of  approximately 
20  percent.  During  this  same  period,  the  total  wage  bill  decreased 
from  $8,200,000,000  to  $7,186,000,000,  or  12  percent,  while  the  value 
of  product  fell  from  $43,653,000,000  to  $41,038,000,000,  a  decrease  of 
only  6  percent. 

It  may  be  contended  that  lower  wage  costs  mean  lower  prices, 
greater  markets,  and  a  larger  supply  of  goods  for  all.  We  are  all 
familiar  with  individual  cases  where  a  constantly  decreasing  wage 
cost  has  meant  a  constant  lowering  of  the  total  cost  and  a  steadily 
increasing  market  for  products  of  the  individual  industries.  When 
in  all  manufacturing  industry,  we  find  that  wages  represent  a  steadily 
decreasing  percentage  of  the  value  added  by  manufacture,  the  direct 
return  to  labor  is  reduced  and  it  is  difficult  to  see  where  a  market  for 
the  product  will  be  found. 

A  comparison  of  electric  power  production  with  industrial  produc- 
tion in  the  period  1921  to  1934  shows  that  electric  power  production 
since  1921  is  up  approximately  125  percent  while  industrial  produc- 
tion, as  measured  by  the  Federal  Reserve  Board,  is  only  7  percent 
higher  than  it  stood  in  1921.  The  latest  index  shows  electric  power 
to  be  within  less  than  10  percent  of  its  high,  while  industrial  produc- 
tion still  lacks  35  percent  of  the  1929  peak. 

The  inference  from  these  comparisons  is  that  the  use  of  electricity, 
when  considered  in  relation  to  the  volume  of  production,  has  been 
increasing  steadily.  Employment,  man-hours,  and  production  are 
down — labor's  productivity  and  power  production  are  up.  The 
correlation  is  obvious.  The  upward  trend  in  power  production  means 
an  increase  in  machine-hours  with  a  resulting  improvement  in  pro- 
ductivity and  the  inevitable  technological  displacement. 

Three  startling  increases  in  productivity  per  worker,  per  hour  since 
the  beginning  of  the  depression  are  of  fundamental  significance.  Some 
critics  make  light  of  this  development,  arguing  that  the  increased 
productivity  is  a  direct  result  of  the  necessity  for  the  producer  to 
survive  at  a  minimurn  cost.  Even  if  we  assume  that  this  depression 
increase  in  productivity  meant  no  increased  profits  and  was  entirely 
the  price  of  survival,  it  does  not  at  all  follow  that  the  rate  of  pro- 
ductivity would  diminish  should  recovery  return  in  full  measure. 
There  has  been  little  or  no  replacement  of  mechanical  equipment 
during  the  depression  years.     While  the  progress  of  invention  and 
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teclinological  research  has  continued,  the  industry  has  not  yet  taken 
advantage  of  these  new  results. 

In  the  glass  industry  we  find,  for  example,  that  the  ratio  of  wage 
costs  to  total  value  of  glass  products  has  fallen  rapidly  during  the 
past  35  years.  In  1889,  almost  half  of  the  total  value  of  the  product 
or  48  percent  went  to  wages.  In  1933,  the  wage  bill  constituted  only 
23.5  percent  of  the  total  value  of  the  product. 

In  1929,  there  were  10,000  less  wage  earners  in  the  glass  industry 
than  in  1919  and  yet  the  1929  production  was  considerably  higher 
than  10  years  before.  This  tendency  was  due  primarily  to  teclmo- 
logical  changes.  In  1919,  the  glass  mdustry  used  equipment  which 
was  producing  207  millions  horsepower  and  in  1929,  the  macliinery 
utilized  in  the  glass  industry  was  increased  342  million  horsepower. 
We  see  that  during  this  decade,  135  million  horsepower  replaced  ex- 
actly 10,000  workers,  and  that  it  required  13,500  machine  horsepower 
to  replace  one  worker  during  this  decade. 

In  1920  there  were  9,100  glass  blowers,  a  highly  sldlled  group  of 
workers  who  at  the  time  received  between  $50  and  $75  per  week.  By 
1930  the  number  of  glass  blowers  in  the  industry  was  reduced  to 
3,300,  which  means  that,  even  before  the  industry  was  seriously  af- 
fected by  the  depression,  5,800  highly  skilled  technicians  were  com- 
pletely thrown  out  of  employment.  There  has  been  undoubtedly 
further  drastic  reduction  in  the  emploj^ment  of  this  group. 

Let  us  now  consider  the  general  development  in  this  industry  over 
the  past  35  years.  In  1933  production  was  232  percent  greater  than 
in  1899.  This  output  was  produced,  however,  by  a  relatively  smaller 
number  of  wage  earners.  Where  it  took  100  workers  to  produce  100 
units  of  product  in  1899,  it  required  only  95  workers  to  produce  332 
units  of  product  in  1933.  The  total  amount  of  wages  paid  to  the 
workers  was  65  percent  greater  than  in  1933,  while  cost  of  materials 
was  273  percent  greater  and  profits  and  overhead  were  538  percent 
greater. 

The  wage  earner  in  the  glass  industry  has  suffered  especially  from 
this  development  unfavorable  to  him  during  the  past  10  years. 
Taking  1923-25  as  the  accepted  base,  we  find  a  30-percent  decrease 
in  the  number  of  wa^e  earners  in  1933,  and  a  49-percent  decrease  in 
the  total  wages.  This  was  accompanied  by  a  varied  marked  increase 
in  the  machine  horsepower  and  a  decline  of  only  17  percent  in  profits 
and  overhead. 

A  striking  illustration  of  the  displacement  of  workers  through  a 
technological  improvement  is  furnished  by  the  employment  figures 
on  the  railroads  of  the  United  States  as  reported  by  the  Interstate 
Commerce  Commission.  One  million  workers  have  been  displaced 
from  employment  on  railroads  between  1920  and  1934.  It  is  espe- 
cially significant  that  a  large  portion  of  these  workers  was  displaced 
during  the  period  of  growing  business  activity.  Between  1920  and 
1929,  382,000  railroad  workers  lost  their  jobs.  Within  a  short  space 
of  6  years,  between  1923  and  1929,  210,000  workers  were  rendered 
jobless.  The  unemployment  on  railroads  during  that  period  was  due 
entirely  to  the  technical  equipment  put  into  use  in  order  to  increase 
mechanical  productivity  of  the  raih-oad  system. 

In  September  1933,  the  Social  Science  Research  Council  pubUshed 
a  Railway  Labor  Survey  in  which  they  state  that  between  1923 
and  1929  approximately  $3,300,000,000  was  invested  in  equipment 


by  the  railways  and  $7,250,000,000  in  roadway  and  structures.  Con- 
stant improvement  in  equipment  was  said  to  be  responsible  for  their 
ability  to  handle  16  percent  more  gross  ton-miles  of  freight  and  pas- 
senger traffic  m  1929  than  in  1923,  with  11  percent  smaller  labor  force 
working  9  percent  fewer  hours.  This  increased  the  productivity  of 
the  labor  force  by  21  percent  during  these  years. 

We  now  stand  at  the  threshold  of  a  new  era  in  railroad  transpor- 
tation. Diesel-engine  stream-lined  trains  are  already  streaking  across 
the  continent  at  unprecedented  speed.  Entire  systems  previously 
equipped  with  steam-engine  trains  are  now  undergoing  electrification. 
In  the  face  of  these  facts,  we  can  fmd  no  other  alternative  to  a  drastic 
shortening  of  hours  of  work  on  railroads  unless  we  are  willing  to 
accept  the  impending  further  increase  in  railroad  unemployment 
without  preparation. 

It  is  proposed  to  abolish  terminals,  to  consolidate  division  points 
and  so  further  reduce  the  number  of  workers.     When  is  it  going  to 
stop?     Where  is  it  going  to  end?     What  are  we  going  to  do?     In  all 
fairness  to  these  millions  of  workers  displaced  on  the  railroads,  who 
have  no  hope  of  ever  returnmg  to  their  jobs,  notwithstanding  that 
every  one  of  them  is  a  railroad  man  and  equipped  to  work  as  a  railroad 
man,  may  I  ask  what  is  going  to  happen  to  them?     They  have 
attempted  to  find  jobs  elsewhere,  of  course,  in  a  labor  market  where 
unemployment  has  reached  its  maximum  point,  endeavoring  to  secure 
work  that  other  idle  workers  are  trying  to  obtain.     Isn't  that  a  terrible 
social  situation,  filled  with  serious  social  impHcations?    It  is  forcing 
more  workers  displaced  in  the  great  transportation  industry  of  our 
country  into  an  already  overcrowded  market  where  they  compete 
with  millions  of  other  idle  workers  for  the  opportunity  to  earn  a 
hvmg     And  yet  we  whine  and  complain  about  reducing  hours,  trvins 
to  find  work  for  these  milHons  of  men. 

Senator  Neely  (presiding).  Mr.  Green,  what  is  the  proportion  of 
the  milhon  who  lost  their  jobs  in  1920  to  the  total  number  of  workers 
employed  on  the  railroads  in  that  year?  Do  you  happen  to  have 
that  information? 

Mr.  Green.  I  am  just  advised  by  my  friend,  who  is  well  acquainted 
with  the  railroad  situation,  that  there  were  2,070,000  employed  on  the 
railroads  m  1920.  That  means  approximately  a  50-percent  reduction. 
1  hat  to  me  is  shockmg.  I  don't  know  whether  it  impresses  you  that 
way,  but  it  to  me  is  a  shocking  development  of  technological  improve- 
ment. It  seems  to  me  that  it  is  so  shocking  as  to  impress  upon  our 
minds  the  necessity  for  immediately  doing  something  to  create  work 
opportunities  for  these  dismissed  workers. 

Senator  Neely.  It  seems  to  the  chairman  of  this  subcommittee 
that  any  development  that  robs  approximately  50  percent  of  the 
toilers  in  a  great  industry  of  their  jobs  is  shocking  beyond  expression. 

Mr.  Green.  That  is  just  the  way  I  feel. 

I  have  referred  briefly  to  certain  major  developments  in  industry 
which  make  the  30-hour  week  necessary  for  the  protection  of  the 
workers—the  mvasion  of  the  mechanical  slave.  The  rapidly  increas- 
mg  displacement  of  men  by  machines  not  only  deprives  the  wage 
o^S  market''''''''^'^      ^^^"^  livelihood,  but  deprives  our  industr^s 

Previous  references  have  established  the  rapid  growth  of  electrical 
power  m  mdustiy  and  the  illustration  from  the  glass  industry  shows 
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a  specific  example  of  what  such  application  of  power  means  to  those 
wage  earners  who  formerly  were  attached  to  the  industry  and  who 
had  acquired  a  degrv3e  of  skill  upon  which  the  industry  was  dependent 
prior  to  the  application  of  power  and  cretain  technological  develop- 
ments. .  Ill 

May  I  cite  a  few  additional  examples  of  this  general  development 
which  have  been  reported  in  different  issues  of  the  Monthly  Labor 
Review  of  the  United  States  Department  of  Labor. 

In  the  tobacco  industry  as  a  whole,  production  per  worker  increased  191  percent 
between  1899  and  1925,  while  volume  of  production  increased  168.7  percent  with 
7.7  percent  fewer  persons  employed. 

The  percentage  of  coal  cut  by  machine  in  1929,  for  the  industry  as  a  whole, 
was  75.4  as  against  50.7  in  1913  and  73.8  in  1928.  .     ..  , 

A  brickmaking  machine  can  make  49,000  bricks  per  hour  and  has  a  potential 
labor  displacement  of  80  percent.  ^  ,    ,      ^  .^ 

The  productive  output  of  railroad  labor  has  increased  about  40  percent  since 
1915  and  about  150  percent  since  1890. 

In  the  Taylor  Society  Bulletin  for  February  1928  a  report  on  the 
steel  industry  states  that — 

Two  men  replace  14  in  charging  furnaces;  1  man  replaces  42  in  open-hearth 
operations;  and  2  men  replace  128  in  loading  pig  iron. 

A  power  machine  used  in  the  manufacture  of  men's  clotliing 
operated  by  not  more  than  2  persons  displaces  200  skilled  clothing 

cutters.  ,        ,  .      „  x-     •     A 

In  1934,  the  number  of  persons  employed  in  all  capacities  in  Amen- 
can  industry  averaged  about  39,500,000.  The  30-hour  proposal  will 
cover,  in  whole  or  in  part,  industries  employing  about  19,000,000  wage 
and  salaried  workers  in  1934,  including  manufactunng,  mining,  rail- 
roads, building  construction,  utilities,  trade,  and  certain  of  the  service 
industries.  Those  not  included  number  about  20,500,000,  includmg 
agriculture,  professional  and  management  groups,  government  em- 
ployees, domestic  servants,  and  water  transportation. 

In  1934  wliile  39,500,000  persons  were  at  work,  about  11,100,000 
were  unemployed.  The  19,000,000  at  work  in  the  industries  covered 
by  the  30-hour  proposal  worked  an  average  week  of  37.5  hours.  That 
is  on  the  average  700,000,000  man-hours  of  work  per  week  were 
needed  in  1934  to  turn  out  the  products  and  services  which  the 
American  people  produced  at  the  1934  level  of  business  activity. 

Dividing  these  700,000,000  man-hoiu-s  of  work  into  30-hour  weeks, 
there  would  theoretically  be  jobs  for  approximately  4,800,000  per- 
sons. When,  however,  incomplete  coverage  is  allowed  for  in  certain 
industries,  the  total  new  jobs  created  at  the  level  of  activity  wi  1 
probably  be  sliglitly  over  3,200,000.  When  we  consider  that  through 
reducing  hours  of  work  by  5  per  week  between  July  and  October  1933 
1,800,000  workers  were  given  jobs,  it  does  not  seem  inconsistent  to 
assume  that  a  reduction  amounting  to  nearly  7K  hours  a  week,  at  the 
present  time,  could  create  jobs  for  3,200,000.  ^     ^  xi      mo^i 

It  is  not  enough,  however,  to  picture  reemployment  at  the  19*54 
level  of  mdustrial  activity  for  the  30-hour  week  without  reduction  in 
pay  will  immediately  produce  an  enormous  mcrease  m  demand  for 
industrial  products,  and  this  demand  with  its  cumulative  effect  over 
a  period  of  time  will  lift  production  to  levels  never  before  possible 
These  new  demands  upon  our  producing  and  service  mdustries  will 
create  more  jobs  and  finally  reemploy  the  rest  of  the  11,000,000  now 
without  work. 
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Tliat  there  will  be  a  serious  shortage  of  labor  under  the  30-hour 
week  seems  unlikely,  for  two  reasons.  That  point  has  been  raised 
by  our  opponents.  The  first  objection  is  that  it  wall  increase  the 
cost  of  manufactured  goods  and  thus  limit  the  market  for  the  sale 
of  manufactured  goods,  and,  second,  that  it  will  create  a  shortage  of 
labor.     We  contend  that  is  unlikely  for  two  reasons: 

First,  our  working  population  is  increasing  at  the  rate  of  more  than 
400  000  a  year,  so  that  by  the  time  the  present  unemployed  have  been 
reabsorbed  into  industry  there  will  be  from  400,000  to  a  million  or 
more  in  addition  to  be  put  to  work;  second,  with  the  steady  more- 
sweeping  labor-saving  devices,  typified  by  such  mechanisms  as  the 
recently  invented  teletype,  electric  eye,  cotton  picker,  and  robots  of 
various  kinds  which  are  taking  over  machine  control,  the  work  time 
needed  to  supply  the  Nation  needs  will  be  reduced  in  the  future  at 
a  rate  ]ust  as  rapid  as  in  the  past,  if  not  more  rapid.  The  30-hour 
week  will  m  itself  stimulate  employers  to  increase  efficiency.  As  we 
make  a  man-hour  of  work  more  valuable  by  shortening  hours  without 
reducing  pay,  machines  will  be  invented  to  increase  still  further  the 
amount  of  work  that  hour  will  accomplish. 

There  does  not  seem  to  be  any  sound  basis  for  that  opposition. 
The  facts  are  that  the  30-hour  week  will  bring  into  the  consuming 
market  millions  of  buying  units.  They  will  buy  more.  There  is 
no  possibihty  of  a  shortage  of  labor.  It  is  not  within  the  realm  of 
possibilities,  because  our  population  is  so  steadily  increasing  and  our 
efhciency  seems  to  be  so  inexhaustible  that  it  will  be  impossible  for 
us  to  reach  a  point  where  there  will  be  a  shortage  of  labor 

Senator  Neely  (presiding).  Mr.  Green,  is  it  not  a  fact  that  in 
every  year  smce  the  close  of  the  World  War  there  has  been  a  super- 
miity  of  labor  m  this  country,  and  that  at  no  time  since  the  end  of 
3  OOo'oOO?  ^  ^""^^^  number  of  unemployed  fallen  below  about 

Mr.    Green.  I   think   that  figure   is   correct.     We   have   had   a 
constant  unemployment  problem  since  the  termination  of  the  war 
l^t  me  give  you  an  illustration  of  experience  under  the  30-hour 

Since  December  1  1930,  the  Kellogg  Co.  has  operated  its  plant  at 
Battle  Creek  on  a  30-hour  week.  The  plant  runs  continuously  6 
days  a  week  m  summer  and  5  days  in  winter.  In  making  the  tran- 
sition from  the  S-hour  shift  to  a  6-hour,  the  management  considered 

^nr/Jir/''''^P'''''^^'i''^'''^''''^'??  planning,  personnel  adjustment, 
T T ^       overtmie,  and  wage  adjustment. 

«4  o  ^^''  ^^^t^'iy  ^^^^'  minimum  wages  were  50  cents  an  hour  or 
nt^^.?^*!,  •  ^i  ^o^^^  mmmium  was  maintained  for  the  6-hour 
ih^L  u  ""^T^"^  ^  25-percent  decrease  in  hours.  The  earnings  of 
™nf  ^""^  \^  minimum  would  have  dropped  automaticaUy  25 
percent  on  an  hourly  basis.  The  company  granted  a  12K-percent 
hourly  increase  to  all  workers.  At  the  end  of  1  year  it  gave Tn 
additional  12)^-percent  increase  to  all  women  workerf    '       ^ 

Keporting  on   2}i  years'   experience   under  the  6-hour  dav    the 
company  listed  the  following  results:    Decrease  in  fat^ue;  2o' per! 

trnumber'of '1  T'  ^^''  -'^"^^^  ?^?^^^^'  ^^  percent  decrease^  iL 
severftv      T?/eirV^^^    accidents,  with  a  38-percent  drop  in  accident 

3  cLn      Th^^  ^   ^^^^   ^^   efficiency   and 

production.     1  his    increased    efficiency    resulted    in    a    15-Dercent 
decrease  in  direct  labor  cost  per  unit.  lo  perceni 
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The  company  reports  a  13  percent  lowered  burden  of  cost  under  the 
6-hour  day.  This  is  the  more  remarkable  in  view  of  the  fact  that 
burden  or  overhead  represents  two  and  a  half  times  the  cost  of  direct 
labor.  Increased  efficiency  produced  more  units  per  dollar  of  over- 
head under  the  6-hour  shift  than  under  the  8-hour.  As  a  result,  the 
Kellogg  Co.  sold  Corn  Flakes  10  percent  under  its  lowest  previous 
figure,  while  paying  wages  10  to  15  percent  higher  than  previous 
levels. 

As  a  final  point,  after  2%  years'  test  during  depression  years,  in 
May  1933,  there  were  27  percent  more  employees  in  the  plant  than 
in  May  1929. 

This  remarkable  record  shows  that  the  6-hour  day  and  30-hour 
week  are  not  only  practical  but  are  highly  efficient. 

Senator  McCarran.  Does  that  plant  run  24  hours  per  day? 

Mr.  Green.  It  runs  from  three  to  four  shifts.  I  am  not  sure  how 
the  hours  are  alternated,  but  as  a  result  of  that  shortening  of  the  work 
week  the  number  of  employees  has  been  increased  and  I  presume, 
Senator  McCarran,  that  it  means  they  have  increased  the  number  of 
shifts;  that  instead  of  1  or  2  shifts,  they  are  working  3  or  4.  That  is 
one  of  the  important  points  to  be  considered  in  connection  with  this 
measure,  that  where  industry  finds  the  business  has  increased  they 
can  work  these  extra  shifts  at  6  hours  per  day  by  employing  additional 
workers. 

Senator  McCarran.  That  is  a  method  by  which  additional  em- 
ployment might  be  afforded. 

Mr.  Green.  Oh,  yes. 

One  of  the  arguments  most  strongly  pressed  against  the  proposal  is 
based  on  the  assumption  that  a  30-nour  week  with  maintained  wages 
would  limit  production  and  thus  check  rather  than  spur  economic 
recovery.  This  assumption  evidently  takes  out  of  consideration  the 
fact  that  the  share  of  wages  in  the  value  of  the  product  has  shown 
tremendous  decreases  due  to  the  widespread  introduction  of  the 
machine  processes.  The  latest  estimate  for  1933  shows  the  share  of 
wages  in  total  value  of  the  product  to  be  16.7  percent.  This  portion 
of  value  produced  has  been  substantially  maintained  since  1919,  but 
the  1933  figure  covering  70  percent  of  value  of  all  manufacturing  prod- 
ucts includes  a  considerable  part  of  the  time  when  N.  R.  A.  was  in 
operation  and  is  especially  useful  to  us  for  that  reason. 

If  only  16.7  percent  of  the  total  value  produced  goes  to  wages,  it  is 
evident  that  a  20-percent  increase  in  the  country's  industry's  wage  bill 
would  result  in  only  a  3.3-percent  increase  in  the  price  of  the  manu- 
factured product.  Thus,  on  the  average,  the  incentive  to  greater 
production  in  the  form  of  increased  purchasing  power  is  more  than 
six  times  as  great  as  the  deterrent — the  3.3-percent  increase  in  price. 
This  generalized  illustration  suggests  the  broad  imphcations  of  the 
problem  as  it  exists  in  every  modern  machine  industry  today. 

In  practice,  this  relatively  small  deterrent  is  apt  to  be  even  smaller 
for  much  of  it  will  be  absorbed  by  the  reduction  in  the  per  unit  cost 
of  output  which  is  inevitable  when  the  volume  of  production  increasess 

Let  us  briefly  review  the  relationship  between  the  various  factors  in 
production  during  the  pre-depression  years.  Between  1923  and  1929, 
the  trend  in  the  selUng  price  of  manufactured  commodities  in  dollars 
of  constant  purchasing  power  has  shown  a  decline  of  4.1  percent. 
During  the  same  period,  the  material  cost  has  been  reduced  by  7.2 
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percent  and  the  labor  cost  by  9.5  percent.  In  the  face  of  these  down- 
ward tendencies,  we  find  that  fabricating  costs  and  profits  rose  2  1 
percent  and  overhead  costs  and  profits  rose  by  10.6  percent.  It  is 
sigmfacant  that  while  labor  cost  decreased  by  almost  10  percent  over 
the  6-year  penod,  overhead  and  profits  increased  over  10  percent  in 
the  face  of  declimng  prices. 

The  fact  of  outstanding  importance  is  that  per  unit  cost  of  produc- 
tion in  manufacturing  generaUy  shows  a  sharp  decline  when  produc- 
tion volume  increases. 

•  ?  n^o^^^  ^  ^^^^^  section  of  estimated  profit  per  unit  of  products  sold 
m  1,931  corporations  m  45  manufacturing  industries  in  the  United 
otatesi 


1922 100.  0 

1923 103.8 

1924 93.  4 

1925 112.7 


1926 _ 113.3 

1927 87.2 

1928 105.3 

1929 __   120.  5 


inS^^®  ^^  see  the  effect  of  two  recessions  in  production  in  1924  and 
1927  upon  the  profit  per  unit  of  product  with  the  sharp  resumption 
of  production  between  1927  and  1929.  During  the  latter  priod  the 
proht  per  unit  of  products  sold  increased  by  about  33  percent  at  a 
time  when  the  pnces  were  falling. 

,  We  have  seen  that  the  per-unit  cost  of  production  in  modem 
industry  shows  a  sharp  decline  when  production  increases.  There 
is  evidence  to  show  that  this  decBne  faUs  more  heavily  upon  the  worker 
than  upon  any  other  production  factor.  In  1933  there  has  been  a 
tremendous  increase  m  production  activity  during  the  months 
immediately  pre^dmg  the  N.  R.  A.  and  subsequent  to  the  adop- 
tion  of  codes.  The  average  selhng  price  of  the  product  was  12 
percent  lower  m  1933  than  in  1931.     The  total  cost  of  fabrication 

ttZ^  ^^^fT^''^  '^  1?^^^  T^^^  ^^^  ^^^^^^^  labor  cost  decHned  15 

^I^^  A  i  u  ^^"'f  ^™^  *^^  average  overhead  costs,  plus  profits, 
were  reduced  by  only  6  percent.  pi^iiw*, 

iQ^f^^'^^"^  estimates  show  that  over  a  6-year  period  from  1927  to 
f ^t  1.  ir'^''''^P^''''^  between  labor  costs  and  other  costs  of  fabrica- 
tion  has  been  even  greater.     Per  unit  of  manufactured  product  the 

^rnfif ^V^  r^'  T^'.  ^f^^^"^  ^2  P^^^^^^  ^^^^  a^^^age  overS,  plus 
profits,  dechned  only  18  percent.     We  see  that  during  this  period  the 

W^r'f.r^^'*'^^  "^^^^  ^^"^^^^  '^'^  ^^  fabrication  was  carried  oul 
largely  at  the  expense  of  the  worker  in  spite  of  the  fact  that  labor  cost 

TroduS.      '''"^'^^  ^  '^""  P"''^"^  ^^  '^'  *^^^1  '^'^  of  peT-uS 

fo^Uht^L^'^T^'''^  against  our  proposal  is  raised  to  the  effect  that 
lor  labor  to  ask  management  for  an  equitable  share  in  the  retnrnQ  ^f 

percSfe  nS/r^  jT.t'  '""'''^  ^^''-^  oUhe  absence  o"^^^^ 
perceptible  profits  made  by  the  manufacturers  during  the  past  vear 

T,„hiur^'"^  ^  *^*  I'P"'"*  °^  *^«  F«'i«'-^1  Reserve  Balk  o&^York 
renoH^H  f^  Pff^^^^'  1934,  290  industrial  and  mercantile  concerns 
reported  the  followmg  net  profits  for  the  first  9  months  of  each  Je^- 

1933IIIIII"'" $100,000 

1934 202,800,000 

rp,        ,  """" 430,500,000 

Of  m^tZt^orlfsro"^^^^^^^^  '"'  ''''  ''''''''''  -d  -  -— 
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I  looked  at  those  fie:ures  a  moment,  because  they  seemed  so  stagger- 
ing. In  1934  this  shows  $430,500,000  of  net  profit,  and  yet  we  are 
going  out  into  the  States  imposing  these  vicious  sales  taxes  upon  our 
people.  When  will  the  point  of  endurance  be  reached?  If  these  facts 
be  widely  disseminated,  the  social  unrest  will  be  intensified  m  every 
section  of  the  country,  where  our  workers  are  sufl'ering  the  pangs  of 
distress  caused  bv  continued  unemployment.  Think  of  it,  a  jump  m 
profits  of  112  percent  in  1934  over  1933. 

Standard  Statistics  gives  the  following  figures  for  profits  of  418 
industrial  corporations: 

loqo  .   $49,000,000 

iQ^q 605,000,000 

l^[llll""llllllll""""^""^""'"-" 911,000,000 

These  figures  show  an  increase  of  over  1,000  percent  for  1933  over 
1932,  and  a  further  increase  of  50  percent  for  1934  over  1933. 

Talk  about  costs.  How  can  these  men  who  participate  m  these 
profits  come  here  and  oppose  a  measure  designed  to  relieve  human 
distress,  because  they  sav  it  will  cost  too  much? 

Similarly,  the  National  Citv  Bank,  reporting  on  190  industrial  con- 
cerns for  the  first  9  months  of  each  year,  gives  net  profits  of 
$182,000,000  for  1933  and  $320,000,000  for  1934,  showing  an  mcrease 
of  76  percent  for  1934  over  the  preceding  year. 

This  ability  to  pay  is  further  reflected  in  the  increased  volume  of 
dividends  in  1934.  Two  hundred  and  six  miUion  sixty-nine 
thousand  dollars  were  paid  out  in  dividends  in  that  year  as  against 
$181 ,483,000.  In  the  light  of  the  fact  that  volume  of  insolvencies  has 
declined  by  40  percent  since  1929  and  by  70  percent  since  1932,  we 
may  safely  say  that  the  industry  is  in  a  better  position  to  accept  this 
proposal  for  balanced  recovery  than  at  any  other  time  dunng  tlus 

depression.  .  ,     ,       •       •      movi 

In  a  large  number  of  companies  the  financial  showmg  in  19^4 
proved  to  be  the  best  in  several  years,  giving  a  promise  of  continued 
sharply  increased  profits  in  1935. 

Let  me  give  a  few  examples.  The  autoniobile  industry  has  given 
us  a  notable  record  of  improved  return  on  investment. 

Senator  Austin.  May  I  interrupt  to  ask  a  question? 

Mr.  Green.  Yes. 

Senator  Austin.  Are  those  operating  profits  or  net  prohts.^ 

Mr.  Green.  They  are  operating  profits,  as  I  understand  it  from 
these  figures.     Here  is  one  for  you,  Senator,  an  operatmg  profit: 

The  General  Motors  Corporation,  the  largest  producer  of  auto- 
mobiles in  the  world,  reports  a  net  of  $94,769,000  in  1934  against 
$83,213,000  in  1933.  The  sales  of  cars  and  trucks  by  this  corporation 
were  1,240,447,  the  largest  since  1929.  General  Motors  sold  more 
than  twice  the  number  of  cars  and  trucks  in  1934  than  in  1932. 
Working  capital  of  the  corporation  in  1934  showed  an  increase  of 
$31,700,000  over  the  previous  year  and  was  only  $20,000,000  short  of 
the  1929  record.  An  equally  remarkable  record  is  furmshed  by  parts 
manufacturers  whose  financial  position  is  continuing  to  improve. 

A  similar  development  is  noted  in  the  chemical  group.  The  E.  I. 
du  Pont  de  Nemours  &  Co.,  the  largest  chemical  concern  in  the 
country  has  given  us  a  reflection  of  its  improved  financial  position  in 
the  increased  earnings  per  share  of  stock.  The  $3.66  per  share  of  the 
common  stock  compares  with  $3  per  share  in  1933  and  with  $1.82 
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in  1932.  The  du  Pont  common  stock  thus  gives  us  the  best  showing 
since  1931.  Its  regular  common  dividend  was  increased  from  $2  to 
$2.60  annual  basis  in  June,  and  in  addition  extras  were  distributed  of 
50  cents  a  share  in  September  and  15  cents  a  share  in  December.  In 
addition  to  increased  earnings  and  regular  dividends  and  the  payment 
of  extra  dividends,  the  company  engaged  in  a  considerable  property 
development  amounting  to  several  million  dollars. 

A  remarkable  record  is  shown  by  the  farm  equipment  concerns, 
with  the  Caterpillar  Tractor  Co.  reporting  its  net  income  to  be  the 
largest  since  1930  and  12  times  larger  than  in  1933.  In  addition  to 
that  the  company  was  able  to  redeem  $5,000,000  of  its  notes  issued  in 
1930.  By  November  1934  the  company  doubled  its  dividend  rate 
distributing  at  the  same  time  an  extra  dividend  of  50  cents  a  share. 

The  accompanying  tabulation  (table  III)  reflected  to  some  extent 
the  inequitable  share  of  the  depression  cost  that  labor  has  had  to  bear. 
An  analysis  of  income  figures  shows  that  a  much  greater  share  of 
income  from  dividends  goes  to  the  group  earning  more  than  $5,000 
per  year.  Figures  show  that  the  percent  of  income  from  dividends 
going  to  the  high-income  group  ranges  from  60  to  70  percent.  In 
1932  income  from  wages  in  selected  industries  amounted  to  about 
40  percent  of  1929,  while  property  income  was  70  percent,  according 
to  a  study  by  Dr.  Simon  Kuzaetz.  The  much  smaller  decline  in 
property  income,  the  bulk  of  which  is  received  by  the  wealthy  class, 
substantiates  the  assertion  that  labor  suffered  most.  Also,  of  course, 
the  decline  in  living  standards  and  general  welfare  which  result  from 
contractions  in  income  are  most  severely  felt  by  the  low-income 
group.  Thus,  even  if  there  were  no  discrepancy  in  proportionate 
declines,  labor  still  would  bear  the  heaviest  burden. 

Quite  apart  from  a  consideration  of  fair  and  equitable  sharing  of 
profits  between  labor  and  capital,  this  disparity  suggests  the  existence 
of  a  serious  obstacle  in  the  way  of  general  business  recovery. 

The  high-income  group  constitutes  a  static  market  for  consumable 
goods.  Presumably  their  needs  do  not  contract  or  expand  and  they 
are  able  in  times  of  depression,  as  well  as  prosperity,  to  satisfy  them. 
Any  fluctuation  in  their  income  would  be  reflected  in  their  savings, 
which  become  investment  funds. 

On  the  other  hand,  the  low  income,  or  laboring  class,  becomes,  with 
reductions  in  income,  unable  to  purchase  sufficient  goods  for  even 
ordinary  needs.  In  each  of  the  5  years  of  curtailed  income,  the  com- 
mon needs  of  this  class  for  clothing,  household  appliances,  et<}.,  have 
become  cumulately  more  acute.  The  market  among  this  group  is  at 
present  an  extremely  important  potential  factor. 

If  dividends  were  made  secondary,  as  they  properlv  should  be, 
and  labor  were  given,  by  means  of  higher  wages,  first^place  in  the 
distribution  of  profits,  this  potential  market  would  become  actual. 
Very  much  increased  profits  would  logically  ensue  and  distribution 
m  the  form  of  dividends  would  be  both  warranted  and  constructive. 
It  is  only  when  purchasing  power  exists  to  absorb  production  that 
investment  funds  can  be  utiUzed  profitably. 

That  is  not  a  bad  showing,  and  yet  we*^find  the  representatives  of 
General  Motors  here  challenging  the  Government,  serving  an  idti- 
matum  on  the  Government  and  labor  to  either  renew  this  objection- 
able code  m  its  present  form  or  no  code  at  all.  And  after  the  peak 
season  is  over  and  these  noble  men  and  women  recruited  from  the 
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North,  the  South,  the  East,  and  the  West,  serving  in  this  automobile 
industry,  are  cast  aside  just  as  you  would  a  machine  that  had  complete- 
pletely  served  its  purpose,  the  city  of  Detroit  and  the  State  of  Michi- 
gan and  the  different  communities  of  the  land  must  feed  these  hungry 
people  who  have  served  during  the  peak  season  and  are  now  discarded 
human  units.  Is  there  no  obligation  on  the  part  of  these  corpora- 
tions to  meet  this  situation  by  reducing  the  hours,  by  creating  work 
opportunities,  by  absorbing  these  people? 

The  most  frequent  argument  against  the  30-hour  week  reduces 
itself  to  the  statement  that  reduced  hours  with  maintained  weekly 
earnings  will  increase  prices  to  the  extent  which  will  restrict  production. 
Conclusive  evidence  has  been  presented  to  show  that  wages  constitute 
only  a  small  fraction  in  the  cost  of  production.  A  host  of  other  items 
which  make  up  the  cost  of  production  have  far  outweighed  the  impor- 
tance of  wages  in  this  total  cost.  Interest  and  long-term  debt,  depreci- 
ation of  plant,  overhead  cost,  rent  and  taxes  comprise  the  largest 
share  of  the  cost  of  production  reflected  in  the  final  value  of  the 
product.  An  important  item  in  this  group  is  the  cost  of  raw  mate- 
rials. 

The  price  argument  against  the  30-hour  week  disregards  com- 
pletely the  monetary  phase  of  the  problem.  In  concentrating  their 
attack  on  the  part  played  by  wages  in  the  price  structure,  they  show 
utter  disregard  for  such  a  basic  element  in  recovery  as  credit.  The 
impairment  of  credit  resulting  from  the  fall  of  prices  has  played  a 
tremendous  part  in  bringing  about  and  prolonging  the  depression. 
The  trend  in  the  volume  of  insolvencies  gives  us  a  reliable  picture  of 
the  stability  of  credit  during  the  recent  years. 

I  submit  a  table  here  in  an  attempt  to  show  that  as  the  recession 
takes  place,  credit  also  recedes;  and  as  it  expands  a  little,  credit 
expands.  It  is  true  that  under  the  Recovery  Act  where  additional 
workers  were  employed  and  the  volume  of  production  increased, 
credit  expanded  and  was  made  more  easily  available. 

Table  I. — Index  of  insolvencies  in  the  United  States  (1932=100) 

[Source:  Dtmn  ic  Bradstreet's] 


1928 62.  7 

1929 52.  0 

1930 72.  0 

1931 _ _.  80.0 

1932 100.  0 


1933_ 
1934: 


54.2 


First  quarter 34.  3 

Second  quarter 31.  1 


Insolvencies  in  the  United  States  are  at  the  level  which  is  more  than 
two-thirds  below  the  level  of  1932  and  only  39  percent  of  1931.  We 
may  compare  this  with  the  course  of  insolvencies  in  other  countries. 
In  Sweden  and  Italy,  insolvencies  have  declined  by  only  15  percent 
since  1931.  In  Great  Britain,  they  declined  by  only  10  percent,  while 
in  France,  they  rose  by  37  percent,  in  Netherlands,  by  43  percent  and 
in  Belgium  by  51  percent.  We  see  that  the  United  States  is  financially 
far  more  solvent  than  any  other  important  industrial  country. 

The  cost  structure  of  our  economic  organization  contains  such  a 
large  number  of  rigid  items  that  the  producer  tends  to  achieve  price 
reductions  mainly  but  cutting  wages  and  salaries.  The  same  pro- 
cedure is  often  adopted  for  another  purpose,  namely,  to  sustain  the 
profits  during  a  period  of  reduced  business  activity  without  price 


^>^ 


reductions.  In  such  industries  as  iron  and  steel,  cement,  aluminum 
and  some  others,  drastic  reductions  in  wages  have  been  accompanied 
by  an  unchanged  price  level.  We  are  now  suffering  from  the  effects 
of  these  industrial  pohcies.  Slashing  of  wages  has  brought  about  a 
reduction  in  the  monetary  income  of  the  community  and  this  in  turn 
decreased  demand  for  goods  at  current  prices. 

Equilibrium  which  the  economists  attacking  the  30-hour  week 
seek  to  achieve  is  an  equilibrium  on  a  false  basis.  It  is  an  equilibrium 
which  is  attained  at  the  price  of  a  drastically  reduced  standard  of 
hvmg.  As  Neville  Chamberiain  said  at  the  World  Economic  Con- 
ference in  1933 — 

An  attempt  to  obtain  equilibrium  by  further  large  reductions  of  costs  would 
be  attended  by  mtolerable  suffering  and  holds  out  no  hope  of  success. 

Modem  methods  of  production  call  for  ever-increasing  ratio  of 
plant  and  equipment,  for  ever-growing  division  of  labor,  for  greater 
mass  output.  Machinery  and  technical  equipment  introduced  as  a 
result  of  this  development  must  be  maintained  at  cost  levels  which 
are  mflexible.  The  producer  cannot  cut  the  wages  of  a  machine 
when  production  decreases,  nor  does  he  have  to  increase  the  amount 
of  money  paid  out  for  the  maintenance  of  a  machine  when  the  machine 
produces  more  as  a  result  of  increased  business  activity.  This  is  why 
mcreased  output  means  larger  financial  return  to  the  producer  from 
everv  unit  of  mechanical  equipment  that  he  owns.  Machine  hours 
are  largely  paid  for  at  the  same  rate  whether  or  not  the  machinery 
stands  idle.  Man-hours  on  the  other  hand  are  paid  for  not  only  when 
the  wage-earner  is  at  work.  When  the  worker  is  idle,  it  is  he  and  not 
tlie  producer  that  must  bear  the  cost  of  depreciation  and  maintenance 
necessary  to  keep  him  alive. 

The  11  million  unemployed  bear  witness  to  the  formidable  dis- 
equilibnum  which  must  be  corrected.     The  growing  distress  must 
not  go  unreheved  and  relief  must  not  come  from  slch  source^  ^' 
Government  dole.    Means  must  be  sought  to  attain  a  new  and  hieher 
equilibnum,  an  equihbnum  productive  of  greater  wealth  which  should 
provide  the  consummg  masses  with  an  improved  standard  of  living 
Ko   K  f  K    .?  '^  ""^^  governed  by  the  economics  of  use,  as  it  should 
be   but  by  the  economics  of  profits.     For  this  reason  We  have  never 
H^n^tT    .^1  production  to  equal  our  productive  capacity.     Produc- 
tion is  kept  doNvn  to  the  level  of  profitable  selling,  fixed  by  the  dis- 
tribution  of  income.     We  say  we  have  an  '' overproduction '^whenl^^ 
nnrH^''/f  ^''  1^-  commodity  over  the  amount  which  can  be  dis- 
d«r!H  .     ^^  ^  sufficiently  profitable  price.     We  have  actuallv  never 
dared  to  produce  as  much  as  we  could  produce,  for  fear  of  producW 

Zli^T  ^Y^  '"^^  ?:^  ^  P"^^^-     ^d  tb^  ^«^ount  thaf  wiUseU 
depends  directly  upon  the  consummg  power  of  the  public      We  have 

?rodLw  f""  ^T  T.'  ^^  '^^^^^^  ^^  ^^  ^^^^-1  Kuetion  as  our 
con  wf  ^  capacity      The  argument  against  the  30-hour  week  which 

m^^ulZZi:^^^^^^      '"'I'-T'^  ^^u'  producing  power  or  capacity. 

In  «  m«^!^       1    ?•  ^^'""^^  ^^'^''}^.  ^^  ^y  ^^  ^^ans  identical, 
linc^^        •tP-^'^V''*',^^  country  hke  our  own,  where  consuming  power 

S>  a^uXTh?  '^'  ^r^'  "^  '^'  ^"^^^^'  ^^^'^^^  seem  uZSry 
teU^^s  tX^"^^^  T''  P^^^l^^^i^g  power,  if  production 

thafDroduPtL^^i^  u  t^  ^""^  apparently  overlooked  the  fact 

that  production  should  be  directed  to  supplying  the  goods  and  services 
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required  for  satisfying  the  needs  of  the  people  as  fully  as  our  productive 
powers  permit;  at  the  same  time  we  have  overlooked  the  fact  that 
those  needs  will  be  satisfied  if  there  is  purchasing  power.  The  30-hour 
week  wall,  in  itself,  be  a  means  of  the  redistribution  of  income  which  is 
so  much  needed.  It  will  mean  a  change  in  the  bargaining  relationship 
of  employer  and  employees  which  is  essential. 

When  there  are  great  numbers  of  unemployed,  the  bargaining  power 
of  labor  cannot  be  maintained,  and  wages  are  cut  to  pitifully  low  levels. 
Wage  scale  can  be  maintained,  and  the  workers'  standards  of  living 
protected  only  by  a  shortened  week  which  ^\dll  greatly  reduce  the 
number  of  unemployed  bidding  for  jobs.  Unemployment  is  an  advan- 
tage to  the  employer.  It  keeps  the  v.^age  earner  in  a  weak  bargaining 
position.  Probably  at  no  time  in  the  history  of  our  country,  except 
during  the  war,  have  we  had  little  or  no  unemployment.  That 
condition  put  the  worker  in  a  strong  bai^aining  position  where  he 
could  secure  higher  wages  and  better  workmg  conditions  than  he  has 
ever  been  able  to  secure  since,  in  the  face  of  the  constantly  increasing 
unemployment.  Full  em.ployment  with  adequate  wages  would  mean 
a  better  distribution  of  goods  and  services ;  it  would  mean  the  ability 
of  the  workers  to  buy  the  things  they  produce;  it  would  open  broad 
markets. 

Another  beneficial  effect  which  would  result  from  the  30-hour  week 
would  be  a  greater  stabilization  of  employment  than  has  been  achieved 
under  the  codes.  Industries  have  assumed  that  severe  fluctuations 
in  production  and,  therefore,  in  employment  are  an  inherent  part  of 
their  very  nature,  and  they  have  made  no  effort  to  use  a  limitation  of 
the  hours  of  work  to  cure  tliis  evil.  Yet  we  have  seen  that  it  is  entirely 
possible  for  industries  to  bring  about  a  very  important  degree  of 
stabilization,  if  they  see  fit  to  try.  The  men's  clothing  industry,  for 
example,  which  a  few  years  ago  was  one  of  the  most  unstable  indus- 
tries known,  has  to  a  considerable  extent  stabilized  employment 
through  collective  bargainino:  relationships  wdth  the  union  of  its 
employees;  a  number  of  cannmg  companies  have  showTi  what  can  be 
done  even  in  that  most  unstable  and  fluctuating  industry,  through 
such  devices  as  a  diversification  of  product,  or  increasing  demand  for 
goods  during  the  off-season,  by  campaigns  of  advertising;  other  in- 
dustries or  portions  of  industries  have  brought  about  stabilization 
by  manufacturing  for  stock  during  dull  periods  and  by  staggering 
products  throughout  the  year. 

I  am  of  the  firm  belief  that  reasonable  stabilization  of  employment 
is  possible  in  most  of  our  industries,  when  incentive  is  made  great 
enough  to  call  forth  the  organizing  genius  wluch  we  know  to  exist  in 
our  business  men  and  engineers.  That  incentive  would  in  large 
measure  be  furnished  by  a  compulsory  30-hour  week.  It  has  not  been 
called  forth  by  the  codes,  which  have  been  far  too  loosely  drawn  to 
make  any  significant  impact  upon  established  practices. 

The  automobile  industry  has  always  been  one  of  the  most  unstable 
of  the  country.  When  its  code  w^as  adopted,  the  obligation  was  laid 
upon  the  industry  to  study  the  problem  and  make  recommendations 
for  stabilization  of  employment.  A  superficial  report  was  made  in 
December  1933;  it  has  been  for  more  than  a  year  in  the  National 
Recovery  Administration,  but  no  efforts  have  been  made  to  carry  the 
study  further  or  to  make  efi^ective  the  inadequate  recommendations 
of  the  industry-.     In  1934,  the  fluctuation  m  employment  in  this 
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industry  was  greater  than  it  has  been  at  any  time  since  1923.  The 
code  had  meant  nothing  in  the  spread  of  employment  and  purchasing 
power,  the  two  primary  purposes  of  the  entire  recovery  program.  So 
obviously  had  the  code  failed,  indeed,  that  the  President  ordered  a 
governmental  investigation  of  the  industry,  in  an  attempt  to  bring 
about  the  stabilization  which  the  industry  itself  has  made  no  eflfort 
to  achieve. 

I  mention  the  automobile  industry  because  it  is  one  of  those  indus- 
tries which  has  cooperated  least  with  the  recovery  program,  and  which 
has  accomplished  least  through  its  code,  and  in  which  the  30-hour  week 
would  be  the  most  beneficial,  not  only  to  the  employees  directly  con- 
cerned, but  also  to  the  public  which  is  forced,  through  a  great  portion 
of  the  year,  to  support  the  workers  whom  the  industry  itself  does  not 
support. 

A  Federal  law  fixing  hours  for  all  industries,  in  all  parts  of  the  coun- 
try, will  have  a  tremendous  advantage  over  the  limitation  of  hours 
through  codes  of  fair  competition.  A  Federal  law  will  put  all  of  indus- 
try on  an  equal  basis.  Codes  have  created  problems  of  competition 
between  mdustnes,  or  between  different  portions  of  the  same  industry 
which  have  reacted  most  unfavorably  upon  both  the  industries  and 
the  workers  concerned,  and  which  have  meant  in  a  number  of  cases 
the  shift  of  work  from  one  portion  of  an  industry  to  another,  where 
labor  conditions  are  less  favorable.  A  Federal  law  fixing  hours  of 
work  would  to  a  very  considerable  extent  equalize  competition  be- 
tween portions  of  an  industry,  or  even  between  industries. 

We  have  had  one  example  of  regulation  of  hours  of  work  by  Federal 
statute,  m  the  Adamson  8-hour  law,  adopted  for  the  railways  in  1916 
V\  e  might  well  take  the  Adamson  law  as  proof  that  the  regulation  of 
hoiirs  on  a  Federal  basis,  by  Federal  statute,  is  entirely  feasible  and 

Gentlemen  of  the  committee,  I  am  submitting  a  comprehensive 
case  because,  as  I  look  to  the  immediate  future,  I  can  see  the  opponents 
of  this  act  commg  here  and  telling  you  that  this  factor  or  the  other 
factor  making  the  adoption  and  application  of  the  30-hour  work  week 
impracticable  I  should  like,  when  that  objection  is  presented,  for 
you  to  refresh  your  memories  by  referring  to  the  data  that  I  am 
submittmg,  because  they  cannot  be  challenged.  They  have  been 
selected  with  unusual  care,  have  been  analyzed  and  verified  as  to 
their  accuracy,  and  I  have  endeavored  in  the  presentation  of  this 
case  to  anticipate  the  opposition  and  to  meet  the  arguments  of  the 
opponents  of  this  measure. 

Perhaps  you  can  remem.ber,  as  I  remember,  the  experience  through 
which  we  passed  when  labor  m  the  United  States  mobilized  its  strength 
and  mfluence  m  support  of  the  enactment  of  the  8-hour  law  for  the 

fn  /v?^  K  ^f  ^^f  ^^^  ^^'^  N^t,i^^-  In  this  room,  in  the  council  chambers, 
m  the  halls  of  Congress,  the  representatives  of  the  railroads  opposed 

snnnTrf  f'!!!^  ""^  ^^1"  ^^^"^^.^^  1^^^'  .  They  sought  and  secured  the 
support  of  the  eniploymg  industry  of  the  Nation.  They  predicted 
disaster  and  rum  if  the  Adamson  law  was  adopted.  GrJat^God  in 
wlfrker.  nf  T.^  ^^'P?r^^^f>  what  would  have  happened  to  the  railroad 
Xt?  T?V^^  ^''^'''''  '^  ^^^  Adamson  law  had  not  been  passed  in 
JUL  lo     li  ''^^'"  ^-  "^^r^^e  o^  relief,  but  even  under  the  operation 

^n  ir  i  T  ^^r.r^^n^  ^"."^  '^^^^^  ^"^  lik^  ^  ««r^  thumb  that  almost 
DO  percent  of  the  railroad  workers  of  the  Nation  have  been  forced 
to  join  the  army  of  the  unemployed. 
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The  opposition  to  this  bill  will  come  here  and  offer  the  same  argu- 
ments in  opposition  to  its  enactment  into  law  as  these  men  offered  in 
opposition  to  the  enactment  of  the  Adamson  8-hour  law  for  the  rail- 
road workers  of  the  Nation.  If  that  argument  fell  fiat  then,  it  falls 
equally  flat  now.  If  it  had  no  virtue  then,  it  has  no  virtue  now.  It 
made  no  impression  on  Congress  then,  and  that  argument  should 
make  no  impression  on  Congress  now. 

You  are  confronted  with  the  social  and  economic  fact  that  there  are 
11,000,000  workers  who  are  unemployed,  19,000,000  people  who  are 
being  fed  at  the  hand  of  our  Government,  the  morale  of  our  people 
destroyed,  their  outlook  blurred  and  dimmed,  their  vision  not  as  it 
was  when  they  were  working.  All  these  facts  must  be  taken  into  con- 
sideration. 

So  I  leave  the  subject  with  you.  I  have  presented  to  you  the  case 
of  labor.  I  have  done  it  in  an  earnest  way,  because  I  am  deeply 
moved.  I  came  before  the  committee  2  years  ago  and  advised  the 
committee  that  we  must  make  our  choice,  that  America  must  choose; 
that  we  must  either  be  prepared  to  maintain  a  permanent  army  of  un- 
employed, feeding  them  by  the  Government  out  of  taxes  collected 
from  the  people,  or  we  must  distribute  the  amount  of  work  available 
among  all  of  them,  reabsorb  them  in  industry  by  creating  work  oppor- 
tunities.    Which  choice  must  we  make  now? 

Two  years  or  a  Uttle  better  have  passed,  and  we  have  learned  much. 
Experience  is  a  most  wise  teacher.  The  standing  army  is  there,  a 
social  menace,  a  great  social  implication.  And  as  we  ponder  and  think 
the  rising  tide  of  discontent  is  springing  up  in  the  industrial  centers 
of  this  Nation,  because  it  is  not  inbred  in  the  American  worker  to 
stand  idly  by  and  starve  or  be  fed  by  his  Government.  The  time  has 
come  to  approach  the  matter  in  a  grave  and  courageous  way  and  wipe 
aside  the  argument  of  the  opposition  to  this  measure;  to  present  the 
facts  and  ask  them:  '*If  you  oppose  this,  what  do  you  offer  instead? '' 
If  they  say  we  must  wait  for  conditions  to  improve  and  must  depend 
upon  this  false  basis  or  the  other,  and  must  allow  economic  forces  to 
have  full  play  in  order  to  bring  us  back,  tell  them  that  those  same 
forces  have  been  in  operation  for,  lo,  these  6  years,  and  we  are  still 
standing  where  we  are,  worse  today  than  we  were  in  1931. 

What  more  can  I  say?  I  have  pesented  these  facts.  I  have  tried 
to  cover  every  anticipated  objection  that  will  be  offered  to  the  adop- 
tion of  this  3b-hour  bill.  I  do  hope  and  trust  and  beheve  that  your 
committee  will  recommend  this  bill,  that  the  Congress  of  the  United 
States  will  enact  it. 

Something  must  be  done  for  these  unemployed,  and  1  trust  this 
Congress  is  keenly  aUve  to  the  situation.  I  appeal  to  you  gentlemen 
in  behalf  of  the  milUons  of  workers  of  America  to  enact  this  30-hour 

bill  into  law. 

I  submit  the  following  tables  for  your  information. 

Senator  Neely.  They  will  be  inserted  in  the  record  as  a  part  of 
your  statement. 


THIRTY-HOUR   WORK   WEEK 

(The  tables  referred  to  are  as  follows:) 


43 


Table  L— Rated  horsepower  capacity  in  manufacturing  and  factory  production 

[Index  numbers,  1919=100] 


Year 

Wage 
earners 

Total 
horse- 
power 

Horse- 
power 
per  wage 
earner 

Wage 
earners 

Factory 
production 
(Federal 
Reserve 
Board) 

Horse- 
power 

Horse- 
power 
per  wage 
earner 

1919 

8, 998, 000 
8,  777,  000 
8,  390,  000 
8,  350,  000 
8,831,000 

29,209,000 
33,  092,  000 
35,  807,  000 
38, 82G,  000 
42, 918,  000 

3.25 
3.77 
4.27 
4.65 
4.86 

100.0 
97.5 
93.2 
92.8 
98.1 

100.0 
120.2 
125.0 
126.2 
141.7 

100.0 
113.3 
122.6 
132. 9 

1923... 

loao 

1925 

116.0 

1927-. 

131.4 

1929 

143.1 

146.9 

149.5 

Source:  Mechanization  in  Industry,  Harry  Jerome,  p.  217. 
Reserve  Board.) 


(Factory  production  index  from  Federal 


Table    Il.—All    manufacturing    industries— ratio    of    wages    to   value   added  by 

manufacturing 

fCompiled  by  American  Federation  of  Labor,  Research  Staff] 


Year 


Wages 


1914. 
1919. 
1921. 
1923. 
1925. 
1927. 
1029. 
1931. 


$4, 067, 
10, 460, 
S,  200, 
11,008, 
10,  727, 

10,  849, 

11,  620, 
7,186, 


000,000 
000,000 
000,000 
000,000 
000,000 
000,000 
000,000 
000,000 


Value  of 
products 


I 


$23, 988, 000. 000 
62,  042,  000,  000 
43,  653,  000,  000 
60,  556,  000,  000 
62,  714,  000,  000 
62,  718,0)00,  000 
69,  961,  000, 000 
41, 038, 000, 000 


Value  added  by 
manufacture 


$9,708, 
24, 803, 
18,  327, 
25, 846, 
26,  771, 
27,585, 
31,885, 
19, 867, 


000,000 
000,000 
000,000 
000,000 
000,000 
000,000 
000,000 
000,000 


Ratio  of 
wages  to 

value 
added  by 
manufac- 
ture 1 


Source:  Census  of  Manufactures. 


41.9 
42.2 
44.7 
42.6 
4ai 
3a  3 
36.2 
36.1 


Table  III. — Comparison  of  profits,  dividends,  and  pay  rolls 


1928. 
1929. 
1930. 
1931. 
1932. 
1933. 
1934: 


Corpora- 
tion prof- 
its 1 


January.. 
February. 
March 


100.0 
111.7 
78.6 
50.1 
26.2 
38.6 


42.6 


Divi- 
dend 
pay- 
ments ■ 


100.0 
125.6 
137.0 
116.8 
76.7 
64.3 


Factory 
pay  rolls « 


100 
107 
87 
66 
45 
47 

52 
59 
63 


1924— Continued 

April 

May 

June... 

July 

August 

September... 

October 

November 

December 


Corpora- 
tion prof- 
its 1 


Divi- 
dend 
pay- 
ments 2 


49.2 


Factory 
pay  rolls  * 


<71.8 


65 
65 
63 
58 
60 
66 
59 
58 


1  Sp^^vn^b^^-'^®  Federal  Reserve  Bank  of  New  York  as  reported  in  Survey  of  Current  Business 

repo^fe'd  inlSr  Je^ol  cTrfnnulintf '"'  ^^^^"^^  ^^^^"^^'^  ''  ^^°^«  ^^  insSSS^c^Ss.  as 
'  Bureau  of  Labor  Statistics  index. 
*  12  months  moving  average. 


i 
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Table  IV. — Factors  in  the  glass  industry 

[1899  =  100] 


Number 

of  estab- 

ments 


1899. 
1904 
1909 
1914 
1919 
1921 
1923 
1926 
1927 
1929 
1931 
1933 


100 

111 

103 

98 

104 

93 

94 

88 

76 

75 

65 

60 


Wage 
earners 


100 
122 
131 
141 
147 
104 
140 
131 
124 
128 
95 
95 


Total 
value  of 
produc- 
tion 


100 
137 
158 
216 
458 
374 
637 
516 
489 
627 
374 
332 


Wages 


100 
135 

145 
177 
519 
248 
329 
316 
297 
319 
213 
165 


Percent, 

wage  of 

value 


100 
98 
89 
83 
69 
66 
61 
61 
60 

606 
56 
49 


Cost  of 
materials 


100 
153 
187 
273 
633 
507 
667 
667 
647 
606 
433 
378 


Profits 
and 
over- 
head 


100 
123 
161 
215 
638 
454 
808 
731 
692 
861 
646 
638 


Source:  Leonard  A.  Drake,  Barron's,  Jan.  28,  1935. 


Table  V. — Factors  in  the  glass  industry 

11923-25=100] 


Horse- 
power 


1899. 
1904. 
1909- 
1914. 
1919. 
1921- 
1923- 
1925- 
1927. 
1929. 
1931. 
1933- 


Number 
of  estab- 
lishments 


Wage 
earners 


110 

122 

113 

108 

115 

102 

103 

97 

84 

82 

71 

66 


74 

90 

97 

104 

109 

77 

404 

97 

92 

95 

70 

70 


Total 
value  of 
produc- 
tion 


Wages 


10 
26 
30 
41 
87 
71 
102 
98 
93 
100 
71 
63 


31 

42 
45 
65 
99 
77 
102 
98 
92 
99 
66 
51 


Percent, 

wage  of 

value 


164 

161 

146 

136 

114 

109 

100 

100 

98 

99 

92 

80 


100 
171 
228 
305 
386 


448 
505 
660 
638 


Cost  of 
materials 

Profits 
and  over- 
head 

Horse- 
power 

15 

13 

21 

23 

16 

36 

28 

21 

48 

41 

28 

64 

80 

83 

81 

76 

59 

100 

105 

94 

100 

96 

106 

97 

90 

124 

91 

112 

134 

65 

84 

56 

1 

83 

Source:  Leonard  A.  Drake,  Barron's,  Jan.  28,  1935. 
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Senator  Neely.  Does  any  other  person  desire  to  speak?  If  not, 
we  shall  adjourn  until  10  o'clock  tomorrow. 

Senator  Austin.  Mr.  Chairman,  may  I  ask  Mr.  Green  some  ques- 
tions ? 

Senator  Neely.  Certainly. 

Senator  Austin.  Mr.  Green,  can  you  tell  us  what  percentage  of 
the  number  of  members  of  the  American  Federation  of  Labor  are 
engaged  in  the  manufacture  of  products  that  are  sold  abroad  ?  I 
would  like  to  have  that  figure.     Can  you  ^ive  me  that  information  ? 

Mr.  Green.  I  think  that  I  can  promise  you  that.  I  will  certainly 
try  to  secure  that  information  for  you. 

Senator  Austin.  I  would  also  like  the  percentage  of  the  number 
of  all  workers  who  are  engaged  in  the  manufacture  of  products  sold 
abroad  coming  into  competition  with  foreign  labor.  I  think  that 
might  be  helpful.  I  do  not  know  whether  you  have  that  information 
or  not. 

Mr.  Green.  Is  it  not  generally  understood  that  we  market  abroad 
less  than  10  percent  of  our  production? 

Senator  Austin.  I  do  not  know  whether  that  is  the  actual  ratio 
or  not.  My  attention  has  been  particularly  called  to  one  aspect  of 
this  question.  There  are  manufacturers  w^ho  sell  abroad  about  one- 
third  of  their  whole  production,  and  they  have  felt  throughout  the 
depression  that  their  foreign  business  has  kept  them  from  going 
under  during  the  depression.  If  the  30-hour  week  should  be  applied 
to  their  workers,  they  think  it  would  exclude  them  from  that  busi- 
ness, because  they  could  not  carry  that  additional  burden  against  the 
foreign  producer  on  his  own  ground  and  in  his  own  circumstances. 
Whether  we  can  make  a  fair  deduction  from  the  figures  I  have  asked 
for,  I  do  not  know.  That  aspect  of  this  bill  was  called  to  my  atten- 
tion. I  asked  Senator  Black  about  it,  and  you  heard  what  he  said. 
What  is  your  general  impression  about  that? 

Mr.  Green.  It  is  my  general  impression,  based  upon  an  analysis 
of  our  export  trade,  that  90  percent  of  our  manufactured  goods  in 
the  United  States  are  consumed  in  our  domestic  market;  that  our 
export  trade  is  between  7  and  10  percent  of  our  production.  Now,  of 
course,  there  are  certain  lines  of  manufactured  goods  and  produced 
articles  that  enter  more  largely  into  foreign  trade  than  other  lines, 
as  you  know.  I  think  it  is  generally  understood  that  cotton  is  largely 
exported.  That  is  a  raw  material,  of  course,  produced  by  our  agri- 
cultural workers,  who  will  not  be  affected  by  this  bill. 

Now,  as  to  other  lines  of  manufactured  goods  that  enter  into 
our  export  trade,  at  the  moment  I  am  unable  to  say — nor  am  I  able 
to  tell  you  just  the  lines  of  industry  that  do  engage  most  largely  and 
most  widely  in  the  manufacture  and  sale  of  goods  abroad — but  I 
will  promise  you  that  I  will  endeavor  to  go  into  the  matter  and 
secure  and  furnish  you  some  information — such  information  as  I 
may  be  able  to  obtain. 

Senator  Austin.  Perhaps  I  have  overlooked  the  matter  to  which 
I  am  now  calling  vour  attention.  If  you  have  not  stated  it,  I  wish 
that  you  would.  What  is  the  average  number  of  hours  per  week 
of  labor  at  the  present  time,  or  at  the  latest  time  for  which  you  have 
statistics?  I  mean  the  number  of  hours  of  employment,  fiave  you 
stated  that? 

113926—35 4 
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Mr.  Green.  I  think  I  have  stated  that.  My  recollection  is  that  I 
stated  that  the  record  shows  that  the  workers  are  employed  about 
37.5  hours  per  week  at  the  present  time.  I  may  be  wrong,  but  as  I 
recall,  that  is  the  %ure. 

Senator  Hatch.  That  was  the  figure  you  stated. 

Mr.  Green.  I  think  I  stated  that. 

Senator  Austin.  That  is  the  average  for  the  whole  country? 

Mr.  Green.  It  is  covered  pretty  fully  in  my  statement. 

Senator  Austin.  So  that  the  reduction,  on  the  average,  would  be 
about  7%  hours. 

Mr.  Green.  I  think  I  have  shown  the  number  that  could  be  em- 
ployed due  to  a  reduction  of  7%  hours  per  week.  I  do  not  recall 
exactly,  but  I  believe  it  was  between  three  and  four  million  workers 
that  would  be  reemployed  if  the  work  week  were  reduced  from  7  to 

7%  hours. 

Senator  Austin.  Have  you  the  figure  that  represents  the  addi- 
tional cost  of  labor,  in  the  event  of  such  a  change  in  the  hours? 

Mr.  Green.  I  think  the  figures  show  that  a  change  from  the  8-hour 
day  to  the  6-hour  day  would  mean  an  increase  in  labor  cost  of  manu- 
factured products  of  3.3  percent.  I  may  be  wrong,  but  as  I  recall, 
that  is  the  figure.     It  was  a  surprisingly  small  figure  to  me. 

Senator  Neely.  Mr.  Green,  assuming  that  the  statement  made  by 
Senator  Austin  is  correct  and  that  a  third  of  the  output  of  a  factory 
or  many  factories  is  sold  abroad,  would  not  the  natural  result  of  the 
operation  of  this  bill,  if  enacted  into  law,  be  to  increase  the  purchas- 
ing capacity  of  the  country  to  such  an  extent  that  the  surplus  which 
is  sold  abroad  could  be  absorbed  here? 

Mr.  Green.  That  seems  to  be  a  logical  conclusion.  We  agree  with 
that  conclusion — ^that  the  development  of  buying  power  will  enlarge 
our  domestic  market  and  thus  render  unnecessary  any  attempt  to 
increase  our  export  trade. 

Senator  Hatch.  Mr.  Green,  it  is  not  your  thought,  is  it,  that  you 
would  abandon  all  efforts  for  foreign  trade  ? 

Mr.  Green.  No;  not  at  all.  I  am  confident  that  our  manufac- 
turers here  will  compete  in  the  markets  abroad  under  a  6-hour  day 
just  as  effectively  as  they  are  competing  under  the  longer  work  week 
and  the  longer  work  day  now  in  effect. 

Senator  Neely.  Are  tliere  any  other  questions?  If  not,  we  thank 
you  very  much,  Mr.  Green. 

STATEMENT  OF  FEANCIS  G.  BARKETT,  VICE  PRESIDENT 
INTERNATIONAL  TYPOGRAPHICAL  UNION 

Senator  Neely.  Mr.  Barrett,  representing  the  International  Typo- 
graphical Union,  desires  to  make  a  brief  statement. 

Mr.  Barrett.  Mr.  Chairman  and  gentlemen  of  the  committee,  my 
name  is  Francis  G.  Barrett.  I  am  vice  president  of  the  Interna- 
tional Typographical  Union. 

The  International  Typographical  Union  represents  approximately 
75,000  printers,  scattered  in  more  than  700  cities  and  towns  within 
the  borders  of  our  country. 

In  these  700  cities  and  towns  are  local  unions,  comprised  of  a 
membership  varying  from  8  members  in  the  small  communities  to 
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more  than  10,000  in  the  largest  city.  From  experience  gained  in 
actual  contact  with  these  large  and  small  units  employed  in  the 
printing  industry,  constant  supervision  over  their  internal  affairs, 
and  from  reports  from  special  field  representatives  operating  in 
every  section  of  the  country,  we  feel  that  we  are  well  qualified  to 
state  that  a  40-liour  week  does  not  afford  any  substantial  relief  to 
the  unemployed  of  our  organization  and  that  the  work  week  must 
be  further  reduced. 

During  code  hearings  we  strenuously  fought  for  a  work  week  of 
30  hours  in  the  newspaper  printing  industry  and  a  32-hour  week  in 
the  commercial  printing  industry,  but  to  no  avail. 

Even  in  the  face  of  our  presentation  of  indisputable  factual  data, 
fully  supported  by  statistical  data  gathered  by  governmental  agen- 
cies, a  code  of  40  hours  was  approved  by  the  N.  K.  A. 

We  hesitate  to  do  so,  but  if  ever  an  organization  was  in  a  position 
of  saying  "  I  told  you  so  ",  the  International  Typographical  Union 
is  in  that  position  today. 

Gentlemen,  the  40-hour  week  does  not,  will  not,  cannot  afford  any 
relief  to  our  unemployed.    Why? 

The  answer  is  a  simple  one,  and  I  trust  you  will  permit  me  to 
show  the  effect  of  the  P.  R.  A.  in  the  newspaper  and  commercial 
printing  industry.  While  the  period  is  past,  we  find  very  often  that 
hindsight  is  superior  to  foresight.  The  experience  should  at  least 
be  useful  m  indicating  the  proper  hours  if  unemployment  is  to  be 
relieved  m  the  future. 

A  survey  covering  315  cities  and  towns  covering  22,574  of  our 
members  m  the  newspaper  field  shows  that  the  President's  reemploy- 
ment agreement,  designed  to  relieve  unemployment,  gave  employ- 
ment to  only  62  members  in  the  whole  country,  and  a  similar  survey 
involving  27,691  employed  exclusively  in  the  commercial  printing 
branch  of  the  industry  shows  15,274  were  totally  unemploved  or 
working  part  time.  '^ 

•  Tu  ^  ^*  ,  :  ^:  ^^  originally  promulgated  by  the  President  was  a  step 
m  the  right  direction— it  provided  for  35  hours— and  if  adopted  by 
all  industry  would  have  reduced  materially  our  large  unemployed 
rolls.  The  failure  of  the  P.  R.  A.  as  it  affected  reemployment  of  our 
members  in  the  printing  industry  can  be  attributed  to  one  thing— sub- 
stitutions. The  document  was  so  amended  by  employers  of  the  print- 
ing industry  who  painlessly  removed  its  teeth  that  its  accomplish- 
ments were  negligible  as  shown  above.  The  industry  successfuUv 
amended  11  of  the  14  sections  of  the  agreement. 

.  Then  came  the  era  of  codification.  The  unemployed  were  justified 
m  looking  forward  with  hope  to  the  time  their  particular  industry 
would  be  under  codes.  Utopian  fields  seemed  not  far  distant.  They 
would  again  have  an  opportunity  to  work  and  supply  the  needs  of 
their  families.  Was  not  that  hope  fostered  and  justified  by  the 
JN.  i.  K.  A.  ^  Was  not  the  intent  and  purpose  of  the  act  to  reemplov 
our  people  out  of  work?  Did  it  accomplish  in  our  industry  relief  to 
the  unemployed?  And  to  that  question  the  answer  must  be  an 
emphatic  "  no." 

Now,  what  is  the  next  step  ?  What  must  be  done  ?  In  our  opin- 
ion you  have  before  you  the  answer.  The  30.hour  bill  as  proposed  by 
Senator  Black  would  be  a  progressive  step  in  meeting  this  problem 
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The  members  of  our  organization  look  to  Congress  for  relief.  Pres- 
ent conditions  to  which  our  members  are  subject  cannot  continue  it 
we  are  to  survive  as  a  Republic.  Inability  to  secure  work  with  the 
emaciated  faces  of  their  wives  and  children  ever  before  them  is 
driving  conservative  and  rational  men  into  unreasonable,  irresponsi- 
ble, and  irrational  human  beings.  With  hunger  and  want  staring 
them  in  the  face  in  a  country  having  an  overabundance  m  .the  neces- 
sities of  life,  can  these  human  beings  be  blamed  if  they  turn  to  any 
kind  of  agencies  for  whatever  assistance  or  relief  may  be  available  ? 
The  codes  for  our  industry  have  failed  us.  We  again  look  forward 
for  relief  through  adoption  of  this  bill  as  a  means  of  absorbing  not 
only  the  unemployed  of  our  industry  but  all  industry  as  well.  I  be- 
lieve  it  a  fallacy  to  think  that  one,  two,  three,  or  more  groups  in 
classified  industries  can  provide  sufficient  impetus  to  restore  any  im- 
provement in  conditions.  Such  must  be  accomplished  by  universal 
action.    The  adoption  of  this  bill  would  be  the  instrument  to  bring 

this  into  a  reality.  .       .  .         i  j       xi 

The  International  Typographical  Union  is  to  my  knowledge  the 
oldest  continuous  trade  union  on  the  American  Continent.  It  has 
had  in  operation  a  pension  system  for  more  than  26  years  and  paid 
out  as  pensions  in  that  period  $18,502,507.  It  has  expended  m  mortu- 
ary benefits  during  22  years  $8,333,803.79.  Its  contribution  to  trade 
education  in  27  years  has  been  $425,511.80.  And  a  ho^e  for  the  sick 
and  indigent  has  been  maintained  at  a  cost  of  5i)b,728,8iy.4r. 

I  anticipate  that  before  these  hearings  are  over  industry  will  ap- 
pear as  they  have  done  in  the  past  and  claim  in  a  loud  voice  that  it 
can't  be  done."  Our  experience  and  records  disclose  that  this  always 
happens  when  a  reduction  of  hours  is  requested.  It  occurred  in  18o2 
when  printers  worked  12  hours  a  day.  It  occurred  when  the  work 
day  was  reduced  to  10,  to  9,  and  then  to  8  hours  and  there  is  no  doubt 
but  the  employers  will  bring  out  a  new  fiddle  but  the  tune  will  be 
the  same  as  in  the  gay  nineties:  "  In  the  printing  industry  it  can  be 
done  ",  because  of  the  "  peculiarities  "  of  the  industry. 

In  reducing  hours  the  International  Typographical  Union  has 
spent  since  1891,  $23,737,186.32.  For  relief  our  local  unions  have 
pffin  cash  from  their  p'ay  envelops  nearly  $5,000,000  in  4  years  to 
unemployed  members.  Division  of  available  work  by  employed 
members  to  relieve  unemployment  in  addition  to  ^^hef  pa™^  is 
extremely  hard  to  estimate,  but  the  total  will  exceed  $10,000,000  a 

^'^It'can  be  seen  from  the  financial  sacrifices  made  by  our  members 
further  reduction  at  the  expense  of  those  fully  or  partially  employed 
is  impossible  without  destroying  their  standard  of  hying. 

The  present  reduction  of  the  work  week  has  cost  the  newspaper 
industry  practically  nothing,  owing  to  the  reduction  of  hours  by  the 

^^{^rdVtrp^^^^^^^  Ken  \SeSivtly  and  loudly  proclaimed 
by  the  publishers  but  the  facts  prove  otherwise.  The  newspapers 
secured  the  Blue  Eagle  for  nothing  and  they  place  the  same  value 

"^The^work  week  had  been  reduced  to  less  than  40  hours  as  early 
as  1930  in  several  large  printing  centers  and  m  other  localities  where 
there  was  a  large  percentage  of  unemployed. 


THIRTY-HOUR    WORK    WEEK 


49 


In  the  commercial  branch  of  the  industrv  covered  by  the  Graphic 
Arts  Code  83.3  percent  of  the  workers  were  employed  at  40  hours 
or  less  per  week  before  approval  of  the  code. 

In  the  newspaper  branch  of  the  industry  covered  by  the  News- 
papers Publishing  Business  Code  92.3  percent  of  the  workers  were 
working  40  hours  or  less  per  week  prior  to  the  code. 

We  have  shown  the  effect  of  the  President's  Reemployment  Agree- 
ment upon  reemployment  in  the  industry.  The  same  hours  were 
continued  in  the  codes  as  approved. 

There  can  be  no  reemployment  until  the  hours  are  shortened.  The 
employees  of  the  newspaper  industry  have  thus  far  borne  the  cost 
of  reductions  in  hours.  Those  in  the  commercial  branch  have  borne 
most  of  the  cost.  They  cannot  further  afford  reductions  in  earnings 
unless  all  are  placed  upon  less  than  an  existence  wage.  Industry 
must  now  be  required  to  contribute  to  recovery  of  the  country.  They 
will  not  do  so  voluntarily,  so  the  only  other  method  is  by  compulsion. 

This  bill  to  shorten  hours  and  maintain  weekly  wages  must  be 
approved  if  the  country  is  to  recover  from  its  depression  level. 

That  the  newspaper  publishing  business  is  a  prosperous  one  and 
can  afford  to  make  a  real  contribution  toward  relief  should  be  ap- 
parent from  the  earnings  that  have  been  reported  in  these  depression 
times.  I  do  not  wish  to  go  over  my  time,  but  I  have  before  me  a 
report  taken  from  Poor's  1934  Industrial  Manual.  It  shows  in  one 
particular  instance  the  earnings  of  one  newspaper  equivalent  to 
$622  a  share.  I  should  like  to  read  into  the  record  some  very  inter- 
esting data  from  that  report,  which  tend  to  substantiate  the  facts 
to  which  I  have  called  your  attention.  These  are  all  from  1933, 
except  as  indicated. 

NEWSPAPER  INCOMES 

It  is  difficult  to  ascertain  the  earning  powers  of  most  newspapers, 
by  reason  of  the  fact  that  large  numbers  are  under  chain  control, 
and  a  single  consolidated  income  account  is  published,  for  the  entire 
chain.  There  are  the  further  difficulties  that  most  of  the  smaller 
newspapers  are  not  listed  in  the  manuals  of  Poor  and  Moody,  and 
many  of  those  which  are  listed  make  public  only  their  statements 
of  assets  and  liabilities,  and  do  not  publish  their  annual  income 
accounts.  A  list  of  those  incomes  which  are  published  is  given 
below : 

1.  Hearst  Publications,  Inc.,  owning  the  stock  of  the  companies  publishing 
the  San  Francisco  Examiner,  the  San  Francisco-Call-Bulletin,  Oakland  Post 
Enquirer,  Los  Angeles  Herald  and  Express,  Los  Ang^^les  Examiner,  Seattle 
Post  Intelligencer :  Its  consolidated  income  account  for  1933  showed  net  income 
of  $3,435,975.  There  are  200,000  shares  of  common  stock  outstanding,  showing 
earnings  of  about  $18  a  share,  $25  par  value. 

2.  Hearst  Consolidated  Publications,  owning  all  stock  of  Hearst  Publications, 
and  also  of  the  New  York  Evening  Journal,  Chicago  Evening  American,  Detroit 
Times,  and  Pittsburgh  Sun-Telegraph :  Consolidated  net  income,  1933,  $6,855,347. 

3.  New  York  Evening  Journal :  Net  income,  1933,  $1,276,706 ;  stock,  75,0CK) 
shares  common ;  earnings,  approximately  $17  a  share. 

4.  Chicago  Evening  American :  Net  income,  1933,  $622,919 ;  stock,  1,000  shares 
common;  earnings,  equivalent  to  $022  a  share. 

5.  Courier  Post  Co. :  publishers  Camden  (N.  J.)  Evening  Courier  and  Morning 
Post:  Net  income  1933,  $157,972;  preferred  dividend,  $60,653;  common  stock, 
5,000  shares;  earnings  equivalent  to  about  $20  a  share. 
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6  Chicago  Daily  News:  Net  profit  1933,  $1,488,929;  preferred  dividends 
equivalent  to  $389,303;  common  stoclj,  400,000  sliares.  Earnings  on  common 
equivalent  to  about  $3  a  share ;  $1.75  on  preferred  stock.  A  dividend  of  $1.7» 
on  preferred  stock,  a  dividend  of  50  cents  on  common  stock,  and  extra  dividend  of 
50  cents  on  common  stock  were  paid  July  2,  1934.  On  January  15, 1934,  dividend 
of  50  cents  was  paid  on  common  stock.  ,      ^  .^^^     u     ^^ 

7.  Houston  Post-Dispatch:  Net  income  1933,  $5,967;  stock,  9,000  shares 
common ;  earnings,  about  $0.65  a  share. 

8  Hartford   (Conn.)   Times:  Net  income  1933,  $283,045. 

9  Brush  Moore  Newspfipers,  Inc.,  publishing  the  following  Ohio  papers: 
Canton  Evening  Repository,  Marion  Star,  East  Liverpool,  Portsmouth  Daily 
and  Sunday  Times,  Steubenville  Herald  Star,  Salem  News:  Consolidated  net 

income  1933,  $219,909.  ,    ,     _^   ^      ^  ,   .».  «      ,i 

10.  Consolidated  Publishers,  Inc.,  publi?|hing  Toledo  Blade,  Duluth  Herald, 
Newark  Star-Eagle :  Consolidated  net  income  1933,  $268,000. 

11  Federated  Publications,  owning  stock  of  companies  publishing  the  follow- 
ing Michigan  newspapers :  Lansing  State  Journal,  Grand  Rapids  Herald,  Battle 
Creek  Enquirer  and  News:  Consolidated  net  income  1933,  $8,374. 

12  Gannet  Co.,  Inc.,  owning  stcwk  of  companies  publishing  the  following 
New  York,  New  Jersey,  and  Connecticut  papers:  Beacon  News,  Elmira  Star- 
Gazette,  Elmira  Advertiser,  Hartford  Times,  Newsburgh  News,  Plainfleld 
Courier-News,  Rochester  Democrat  and  Chronicle,  Rochester  Times-Unlou, 
Utica  Observer-Despatch,  Albany  Evening  News,  Ithaca  Journal-News,  Ogdens- 
burg  Journal,  Malone  Telegram :  Consolidated  net  income,  1933,  $770,894 ;  pre- 
ferred dividends,  $132,000 ;  common  stock,  112,000  shares ;  earnings,  equivalent 

to  about  $5.60  a  share  common.  ».     ^  „      ,  , . 

13  E  W  Scripps  Co.,  controls  companies  publishing  the  following  papers. 
Akron  Times-Press,  Birmingham  Post,  Cincinnati  Post,  Cleveland  News  El  Paso 
Herald,  Post,  Evansville  Press,  Fort  Worth  Press,  Houston  Press,  IndianapoUs 
Times,  Covington  (Ky.)  Post,  Knoxville  News-Sentinel,  Memphis  Press- Scimitar, 
Albuquerque  Tribune,  New  York  World-Telegram,  Oklahoma  City  News,  Pitts- 
burgh  Press,  San  Diego  Sun,  San  Francisco  News,  Toledo  News-Bee,  Washing- 
ton (D.  C.)  Daily  News,  Youngstown  Telegram,  Buffalo  Times.  Consolidated 
net  income  for  the  chain  was  $2,646,051, 1933 ;  the  share  of  the  K  W.  Scripps  Co. 
was  $1,432,227  for  dividends  on  own  stock ;  balance  of  $2,646,051  available  for 

dividends  on  stock  of  subsidiary  companies.  ^  x»    ^      ri>.o,r^i^^. 

14  Boston  Herald  Traveler  Co.  controls  Boston  Herald  and  Boston  Traveler. 
Net  income,  1933,  $459,360;  shares  outstanding  (no  par),  385,167;  earnings  per 

share   $1 19 

15  'press  Publishing  Co.,  publisher  of  the  Pittsburgh  Press:  Net  income  1932 
(latest  available).  $588,919;  time  fixed  charges  earned,  $3.95;  common  shares 
outstanding,  8,600;  earnings  per  common  share,  $68.48.  qoa  cV.onn« 

16  Grand  Forks  Herald,  Inc.,  publishers  Grand  Forks  Herald  880  shares 
common  stock  outstanding ;  $175,000  7-percent  first  preferred,  200  shares  second 
preferred.  Dividends :  First  preferred  dividends  are  regularly  paid  OJ^rterly, 
January,  April,  June,  and  October  1 ;  on  common,  6  percent  each  i" /^'/^^O, 
and  1931;  January,  April,  and  June  1932;  July.  October  1983,  and  1934,  1^ 

^^IT^'rhl^Philadelphia  Inquirer  Co.,  publishers  of  the  Philadelphia  InQUjrer : 
Dividends  on  $3  convertible  preferred,  75  cents  paid  quarterly  from  July  1,  1929 
to  date  of  retirement,  October  1,  1980.  On  present  O-percent  Initial  dividend  of 
$1.50  paid  December  1,  1983,  payable  quarterly.  On  common  paid  December  1 
1930,  and  March  1,  1981.  Seventy-five  cents  on  December  21,  1931,  $^  extra 
March  1,  June  1,  September  1,  and  December  1,  1932,  and  March  1  and  December 
28,  1933,  75  cents  each. 

Senator  Neely.  Have  you  completed  your  statement  ? 

Mr.  Barrett.  I  believe  so,  Mr.  Chairman. 

Senator  Hatch.  Mr.  Chairman,  may  I  ask  the  gentleman  a  ques- 
tion? 

Senator  Neely.  Certainlv. 

Senator  Hatch.  What  effect  would  that  have  on  the  small  country 
weekly  ?     Have  you  considered  it  from  that  standpoint  ? 

Mr.  Barrett.  Yes,  sir.  The  effect  it  would  have,  of  course,  is  that 
it  would  undoubtedly  decentralize  the  unemployment  that  is  concen- 
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trated  at  the  present  time  in  large  cities.  The  great  trouble,  as  we 
see  it  and  from  our  experience,  is  that  they  have  no  place  to  which 
they  can  go  with  any  assurance  of  securing  any  work  whatever.  It 
would  not  act  to  harm  the  weekly  papers. 

Senator  Hatch.  Is  unemployment  centered  generally  in  the  large 
cities  ? 

Mr.  Barrett.  It  is  very  wide-spread.  Of  course  the  larger  units 
are  in  the  large  cities  and  therefore  we  have  the  larger  unemploy- 
ment problem  in  those  communities. 

Senator  Neely.  Are  there  any  further  questions  ? 

Senator  Austin.  I  would  like  to  ask  a  question. 

Senator  Neely.  Proceed. 

Senator  Austin.  Do  you  know  how  many  commercial  printing 
companies  have  been  so  affected  by  the  codes  already  in  use  that  they 
have  been  put  in  the  red  by  it  ? 

Mr.  Barrett.  I  would  not  be  in  a  position  to  get  that  information, 
since  it  would  be  necessary  to  have  access  to  their  books.  I  do  not 
have  that  knowledge. 

^  Senator  Neely.  This  hearing  is  adjourned  until  tomorrow  at  10 
o  clock,  at  which  time  the  subcommittee  will  convene  in  the  Judiciary 
Committee  room  in  the  Capitol. 

(Whereupon,  at  12  noon,  a  recess  was  taken  until  the  following  dav, 
Saturday,  February  2, 1935,  at  10  a.  m.) 
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SATURDAY,  FEBRUARY  2,  1935 

United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

'Washington^  D.  C. 

The  subcommittee  convened  in  the  committee  room,  Capitol,  at 
10:20  a.  m.,  Senator  M.  M.  Neely  (chairman  of  subcommittee) 
presiding. 

Present:    Senators   Neely    (presiding),    Hatch,    McCarran,    and 
Austin. 
Senator  Neely  (presiding).  You  may  proceed,  Mr.  Lewis. 

STATEMENT  OF  JOHN  L.  LEWIS,  PRESIDENT  OF  UNITED  MINE 

WORKERS  OF  AMERICA 

Mr.  Lewis.  Mr.  Chairman  and  gentlemen,  I  speak  in  support  of 
Senate  bill  87,  introduced  by  Senator  Black,  now  up  for  hearing 
before  your  distinguished  subcommittee. 

The  case  of  labor  with  reference  to  this  bill  has  substantially  been 
made  in  the  presentation  by  President  Green  of  the  American  Fed- 
eration of  Labor,  in  his  extended  analysis  during  the  2  previous  days 
of  hearings.  I  shall  undertake  no  comprehensive  statistical  analy- 
sis, because  it  would  be  merely  covering  ground  already  covered  by 
President  Green. 

I  have  no  desire  to  unnecessarily  consume  the  time  of  the  com- 
mittee by  indulging  in  repetition. 

I  come  to  aid  the  committee,  so  far  as  I  can,  in  arriving  at  an 
understanding  of  what  labor  believes  to  be  the  fundamental  economic 
and  social  importance  of  this  bill.  The  economic  and  social  equa- 
tions involved  in  this  projected  legislative  measure  carry  within 
themselves  implications  of  most  important  political  problems  that 
affect  the  very  structure  of  the  political  stability  of  the  Eepublic. 
It  has  to  do  with  the  extent  to  which  the  functioning  part  of  the 
Government  of  our  country  will  put  into  effect  rules  and  legislative 
regulations  that  will  enable  a  part  of  our  population  to  endure  the 
vicissitudes  of  this  depression  and  save  their  lives  and  continue 
to  live.  It  is  a  question  of  life  or  death  with  some  millions  of  our 
citizens.  It  is  a  question  of  health  or  sickness.  It  is  a  question  of 
strength  or  weakness  in  the  safeguarding  of  those  who  are  suffer- 
ing from  malnutrition  and  improper  diet.  There  is  hardly  anyone 
who  will  contend  that  the  approximately  millions  who  are  now 
living  on  public  relief  in  this  country  are  receiving  an  allotment 
given  by  the  Government  from  its  common  treasury  which  is  suffi- 
cient to  provide  them  with  a  balanced  and  an  adequate  diet.     Their 
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food  is  necessarily  limited  to  certain  essentials.  Their  rations  are 
not  balanced.  They  cannot  maintain  their  strength  on  those  rations. 
They  suffer  from  bodily  and  functional  weaknesses  due  to  malnutri- 
tion. They  are  becoming  a  prey  to  ailments  and  diseases  because 
they  lack  the  strength  to  resist  the  attacks  of  all  forms  of  malnutri- 

So  I  come  here  todav  before  the  distinguished  members  of  your 
committee  and  ask  for  the  enactment  of  Senator  Black  s  measure  to 
reduce  the  hours  of  work  to  6  hours  a  day  and  5  days  a  week  m 
America.  I  do  not  come  merely  to  enable  someone  who  works  for  a 
daily  wage  to  work  less  than  has  heretofore  been  the  case.  I  come 
asking  the  Congress  of  the  United  States  to  share  the  available  em- 
ployrnent  with  all  its  citizens,  who  are  entitled  to  equal  consideration 
before  the  tribunals  of  our  Government. 

All  Americans  are  theoretically  presumed  to  be  equal  before  vne 
law  and  are  entitled  to  equal  consideration  by  the  tribunals  of  the 
Government,  and  yet  we  are  following  an  economic  policy  now  that 
ignores  the  rights  and  the  privileges  of  nearly  11,000,000  workers  m 
this  country,  and  detracts  from  the  hopes,  aspiration,  and  the  physical 
safety  of  all  their  dependents,  amounting  to  approximately  18,(>UU,- 
000  who  are  on  relief.    That  in  turn  affects  the  rest  of  the  population 

in  a  direct  manner.  .  i      rr.u      u 

These  millions  are  entitled  to  an  opportunity  to  work.  Ihey  have 
all  the  pride  of  the  average  American,  and  the  average  American  is 
not  a  beggar.  He  never  has  been.  We  do  not  breed  m  our  country 
a  race  of  mendicants  or  public  beggars.  As  an  American  I  resent 
any  policy,  whether  by  the  Government  or  by  industry,  that  tends  to 
break  down  the  self-respect  of  our  working  population ;  that  tends 
to  train  our  young  men  in  habits  of  idleness  and  nonproduction. 

I  want  our  country  and  our  Government  to  be  the  beneficiary  of 
the  loyalty  and  the  talents  and  the  activities  of  our  citizenship.  1 
want  our  young  men  to  have  the  advantages  to  which  they  are  enti- 
tled. I  have  figures  here  that  show  that  hundreds  of  thousands  of 
young  men  in  our  country  are  unable  to  get  a  job  and  have  no  pt-ospect 

of  securing  a  job.  ,     ,  -i-i-x- 

And  I  say  to  you,  Senators,  mindful  of  the  heavy  responsibilities 
that  vou  have,  that  we  cannot,  in  justice  to  our  own  interests  and  the 
interests  of  the  people ;  we  cannot,  in  consideration  of  the  security 
of  our  public;  we  cannot— in  consideration  of  the  very  dictates  of 
humanity  itself— permit  a  continuance  of  the  situation  which  is  now 
in  existence  in  this  country  and  which  is  progressive  in  its  trend 
toward  an  increasingly  bad  condition. 

I  do  not  know  of  any  measure  now  before  Congress  that  equals  m 
importance  this  Senate  bill  87.  The  social-security  program  now 
before  Congress,  drawn  to  the  attention  of  Congress  by  the  Presi- 
dent, contains  elements  of  tremendous  value  and  importance  to  our 
population ;  but  let  me  assure  the  Senators  that  unless  we  can  devise 
some  ways  and  means  to  protect  the  stability  of  our  Government, 
then  our  social-security  program  for  the  thousands  of  the  infirm 
and  mothers  will  come  to  naught  and  be  of  no  value.  The  necessity 
for  giving  employment  to  our  people,  the  vital  necessity  for  con- 
tinuing a  state  of  mind  in  our  population  that  will  result  m  a  con- 
tinuation of  confidence  in  government,  is  of  more  importance  than 
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undertaking  to  provide  for  those  unfortunates  who  find  themselves 
in  the  declining  days  of  their  lives  without  means  of  support. 

From  the  figures  given  by  the  F.  E.  R.  A.,  in  October  of  1934  there 
w^ere  18,100,000  persons  on  public  relief.  There  is  every  reason  to 
believe  that  these  figures  have  been  somewhat  increased  at  this  time 
to  perhaps  approximately  19,000,000,  but  I  do  not  quote  that  as  the 
exact  figure.  Of  the  number  shown  in  the  figures  given  me  by  the 
F.  E.  R.  A.,  6,500,000  are  employable,  between  the  ages  of  16  and  65, 
and  willing  and  able  to  work.  Four  million  of  these  are  agricultural 
workers  who  are  supported  by  the  taxpayer. 

On  January  25,  at  the  social-security  hearings  Secretary  Perkins 
estimated  our  unemployed  population  at  9,000,000.  This  leaves 
7,000,000  to  be  reemployed  before  we  reach  the  1929  level,  when  there 
were  2,000,000  out  of  work.  These  figures  are  most  conservative  and 
hardly  paint  the  exact  situation,  but  I  am  quoting  them  in  order  to 
be  exact  and  to  avoid  contention  as  to  their  basis. 

Abolit  2y2  millions  were  on  the  dole,  direct  money  relief,  and  the 
remainder  on  public  relief.  The  number  on  money  relief  increased 
every  month  up  to  November  during  1934.  Over  1,000,000,  or  one- 
fourth  of  these  4,000,000,  were  between  the  ages  of  16  and  25.  Of 
these  300,000  had  never  been  able  to  find  a  job.  Four-fifths  of  these 
4,000,000  were  workers  with  industrial  experience.  Six  hundred  and 
fifty  thousand  of  them  were  skilled  workers  or  foremen.  Two  and 
one-half  millions  were  unskilled  and  semiskilled  w^orkers.  About 
800,000  belonged  to  the  professional,  managerial,  or  white-collar  class. 

In  connection  with  that,  I  personally  know  now  of  a  great  number 
of  men  who  have  been  educated  for  the  professions,  who  are  graduates 
of  universities,  who  are  seeking  work  in  the  coal  mines  of  the  country. 
I  know  a  substantial  number  of  men  who  are  graduates  of  the  pro- 
fessions, with  university  training  and  post-graduate  courses,  who  are 
now  working  in  the  coal  mines. 

Wlio  can  compute  the  loss  to  the  Nation  and  to  posterity  in  bot- 
tling up  in  a  coal  mine  at  menial  tasks  a  man  who  is  a  graduate  of 
one  of  our  great  universities,  and  perhaps  possesses  the  elements  that 
would  make  a  great  surgeon  or  a  great  scientist ;  and  who,  if  the  op- 
portunity were  given  him,  might  contribute  in  a  remarkable  way  to 
the  protection  of  the  people  oi  our  country  ? 

In  1929  the  total  wages  and  salaries  amounted  to  $52,000,000,000.  In 
1933  that  labor  income  had  fallen  to  29.03  billion  dollars.  Consider 
that  figure  of  29.03  billion  dollars,  and  consider  that  at  the  present 
time  the  Congress  is  considering  a  work-relief  and  public- works  bill 
designed  to  create  employment  which  requires  the  appropriation  of 
$4,800,000,000,  nearly  $5,000,000,000.  There  is  involved  in  that  bill 
alone  an  appropriation  that  approximates  one-sixth  of  the  total 
income  of  our  working  population  on  an  annual  basis. 

Then  let  me  ask  you  how  long  that  can  continue,  unless  we  strike 
at  the  root  of  the  evil  and  eliminate  the  necessity  for  the  gigantic 
appropriations  which  are  now  involved  in  the  public-works  bill. 

The  great  Thomas  Reed,  Speaker  of  the  House  of  Representatives, 
gained  almost  immortal  fame  by  stating  to  a  Representative  on  the 
floor  during  the  discussion  regarding  large  appropriations  that  "  We 
are  a  billion-dollar  Government."  Apparently  we  have  traveled  a 
long  way.  We  have  gone  a  long  distance  beyond  that,  because  we  are 
now  undertaking  to  appropriate,  almost  as  nonchalantly,  if  you  please, 
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one-sixth  of  the  total  national  income  of  all  of  the  wageworkers  of 

America,  merely  as  a  stop-gap.  i.  djoa  aaa  onn  om « 

Senator  Austin.  How  do  you  get  that  figure  of  $29,000,000,00)  i 
Mr  Lewis.  I  get  it  from  the  estimates  issued  by  the  Social  c^ecuri- 
ties  Commission  appointed  by  the  President,  which  indicates  that  the 
1933  income  was  29.03  billion.  Even  now  we  pay  no  attention  to 
hundreds  of  thousands.  We  put  down  to  a  decimal  point  for  frac- 
tions of  billions.  ,.    I.  .      i»r        ^f^^A  J 

Unemployed  by  industn^  and  on  public  relief  in  May  1934,  accord- 
ing to  the  F.  E.  R.  A.  figures,  just  giving  the  ratios  are  as  follows 
(this  is  the  total  number  in  each  industry  on  public  relief  in  the  year 

Extraction  of  minerals,  35  percent;  coal  mines,  39  percent;  oil  and 
gas  wells.  13  percent ;  other  mines  and  quarries,  42  percent. 

Manufacturing  and  mechanical  industry,  out  of  10,9o9,  14  percent, 
or  1  574,000,  on  public  relief;  building  industry,  25  percent  on  relief; 
chemical  and  allied  industries,  8  percent;  cigar  and  tobacco  factories, 
29  percent:  clay,  glass,  and  stone  industries,  14  percent;  clothing 
industries,  13  percent:  auto  factories  and  repair,  11  percent;  iron  and 
steel,  15  percent;  farm  implements,  ship  and  boat  building,  ear  and 
railroad  shops,  and  other  iron  and  steel  plants,  13  percent,  or  18<,()00; 
shoe  factories,  15  percent;  lumber  and  furniture,  18  percent :  textiles, 
11  percent;  and  we  were  supposed  to  have  an  appreciation  of  business 
in  the  textile  industry. 

Senator  Austin.  Thirteen  percent  on  the  relief  rolls?  ,  .     ^, 

Mr  Lewis.  Thirteen  percent  of  the  total  number  employed  in  the 
industry  are  on  rehef  rolls ;  not  unemployed,  but  on  relief  rolls 

Senator  Austin.  That  is  a  very  low  percentage,  in  view  ot  what  i 
know  of  the  stone  industry.  Ninety  percent  of  the  people  who  are 
normally  employed  in  the  granite  industry  are  out  of  employment. 

There  is  no  business  at  all.  ^       .       -^  •  ^ 

Mr.  Lewis.  Even  if  it  is  a  low  percentage,  Senator,  it  is  scarcely 
satisfying  to  those  included  in  the  low  percentage  who  have  nothing 
except  what  they  get  for  their  labor. 

Senator  Austin.  I  should  say  so.  .    „•   ^  •    -,    ^  • 

Mr.  Lewis.  Printing,  publishing,  engraving,  and  allied  industries, 
9  percent;  electrical  machinery  and  supplies,  9  percent;  rubber  fac- 
tories, 8  percent ;  miscellaneous  manufacturing,  8  percent. 

These  figures  of  unemployed  by  industry  are  for  May  1934,  when 
the  Bureau  of  Labor  Statistics'  index  of  employment  was  almost  at  its 
peak  for  1934.  They  show,  therefore,  how  short  peak  employment  in 
1934  fell  from  1930.  These  are  minimum  figures,  since  they  include 
only  that  portion  of  each  industry's  unemployed  who  are  on  relief. 

I  quote  these  percentages  merely  to  indicate  what  the  situation  is 
in  these  various  industries,  and  to  indicate  the  general  necessity  for 
doing  something,  not  for  special  industries  but  for  all  industries, 
because  they  are  all  suffering  from  the  same  ailment. 

I  might  summarize  a  year's  experience  under  N.  R.  A.  codes  as 

follows:  .    ,  .    ,         -  * 

In  October  1934  the  Bureau  of  Labor  Statistics'  index  of  manuf  ac- 
turino'  employment  fell  about  1  percent  below  the  index  for  October 
1935;"  about  three-fourths  of  the  1929  index.  The  average  weekly 
hours  remained  the  same.     From  March  1932  to  March  1933  they 
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ranged  between  36  and  38;  from  September  through  October  1934 
they  ranged  between  33  and  38.  I  refer  to  the  hours  of  work  in  those 
industries.  The  American  Federation  of  Labor  estimates  that  the 
net  reduction  in  unemployment  up  to  September  1934,  since  March 
1933,  was  21/2  millions.  Of  the  first  480  approved  codes,  428,  or 
89  percent,  contained  some  form  of  the  40-hour  week;  29,  or  G  percent, 
contained  maximum  hours  of  less  than  40  hours;  24,  or  5  percent, 
contained  provisions  ranging  from  a  42-  to  a  54-hour  maximum  work 
week. 

Code  maximum  hours,  on  the  whole,  merely  confirmed  the  normal 
w^orking  week  in  manufacturing  industry.  They  placed  no  pressure 
upon  employers  to  increase  employment  when  production  increased 
to  normal.  As  a  matter  of  fact,  we  have  found  representatives  of 
industry  constantly  resisting  the  entry  into  their  industries  of  the 
unemployed  from  any  other  industry.'  We  find  industries  refusing 
to  accept  their  obligations,  we  find  special  industries  refusing  to 
accept  their  obligation  of  creating  a  job  and  giving  a  job  to  an  un- 
employed man  who  may  have  been  attached  to  some  other  industry. 

Senator  Austin.  May  I  interrupt  you  to  ask  a  question? 

Mr.  Lewis.  Surely,  Senator. 

Senator  Austin.  Have  you  discovered  the  reason  for  that,  or 
whether  there  is  a  reason  for  it? 

Mr.  Lewis.  I  can  only  quote  the  reason  given  by  the  representa- 
tives of  industry;  and  that  is  that  they  do  not  want  to  go  to  the 
trouble  of  training  those  men,  because  they  say  it  adds  to  the  cost. 
They  prefer,  of  course,  that  the  Government  should  continue  to  bear 
the  cost  of  keeping  these  people  in  idleness,  rather  than  for  an 
industry  to  undertake  to  make  a  contribution  to  political  and  social 
security  of  the  Nation  by  making  a  small  expenditure  to  train  a 
man  to  work,  and  letting  the  public  pay  the  price  of  that  training 
by  adding  it  to  the  cost  of  production.  The  Government  has  given 
industry  an  opportunity,  through  the  codes  and  through  the  National 
Recovery  Administration,  to  sell  their  goods  for  cost,  at  least  cost. 
It  has  given  them  the  right  to  combine,  and  in  many  industries  has 
given  these  industries  the  right  to  fix  prices,  to  compute  their  own 
costs,  and  to  fix  their  own  prices.  Surely,  a  legitimate  item  of  cost 
that  might  be  incorporated  in  any  proper  computation  would  be 
that  item  of  cost  of  training  n;en  to  operate  in  an  industry.  And 
yet  we  find  industry  constantly  refusing  to  accept  that  obligation  and 
to  discharge  that  responsibility. 

Industry  prefers  to  come  to  the  N.  R.  A.  and  ask  for  exemptions 
from  code  restrictions.  If  they  do  more,  it  is  due  to  the  fact  that 
they  want  the  opportunity  to  work  at  maximum  production  under 
the  codes.  They  make  the  welkin  ring  with  demands  that  they  be 
given  code  exemptions  so  they  can  work  the  men  longer  hours.  It 
matters  not  that  in  that  neighborhood  are  other  idle  plants  and  the 
streets  are  filled  with  hopeless  men  searching  for  employment  and 
suffering  for  lack  of  sustenance.  Industry  refuses  to  employ  those 
men,  and  comes  down  to  Washington  and  asks  for  code  exemptions. 
They  say,  "  If  the  Government  feeds  this  man,  why  should  we  slow 
up  one  of  our  machines,  even  temporarily,  to  make  that  man  an 
operator  of  that  machine?" 

Those  are  the  sorts  of  things  that  breed  contempt  for  all  industrial 
management  in  the  hearts  and  minds  of  men  who  have  committed  no 
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offense  except  that  of  looking  for  a  job  that  they  might  keep  their 
dependents  from  becoming  paupers.    That  is  what  industry  is  doing 

in  this  country  today.  ir    ^       i        u       ^/i,,« 

These  code  maximum  hours  exerted  no  effect  only  when  produc- 
tion increased  to  capacity  or  to  seasonal  peaks.  If  we  are  to  con- 
tinue, maximum  hours  must  be  put  into  the  codes  providing  for 
emergency  needs;  emergency  needs  of  employment,  not  the  normal 
work  week  in  which  1929  production  can  be  maintained  on  the  1934 

^^ShoTtening  hours  of  work  per  week  in  order  to  put  people  back  to 
work  is  the  method  contemplated  by  Congress  and  supported  by  the 
President  in  his  speech  to  the  code  authorities  last  night.  I  was  one 
who  listened  to  the  address  of  the  President  to  the  code  authorities 
in  March  1924.  I  heard  the  President  urge  industry  to  shorten  hours, 
to  increase  wages.  I  knew  the  policy  that  was  under  consideration 
before  the  meeting  was  held.  As  a  member  of  one  of  the  boards  of  the 
National  Kecovery  Administration,  that  policy  had  been  considered 
by  me,  and  it  was  known  beforehand  all  through  that  organization 
that  the  President  was  going  to  make  that  request  of  industry,  ad- 
dressed to  that  assemblage  of  code  authorities  of  the  Nation  in 
Constitution  Hall  on  that  occasion,  and  was  going  to  deliver  to  them 

that  message.  ,        .  ,  i.      ^ 

And  the  message  was  delivered,  and  resistance  was  encountered. 
The  so-called  "  capital  goods  ",  or  heavy  goods  industry,  was  the  most 
violent  of  all  those  who  resisted.  There  was  a  special  committee 
created  in  that  section  of  industry  to  make  recommendations  to  the 
administration  on  that  particular  phase  of  it.  The  committee  met 
and  consulted,  and  they  retired  to  their  cloistered  meeting  place  day 
after  day.  So  far  as  the  19  million  dependent  population  is  con- 
cerned, that  committee  might  as  well  never  have  been  appointed, 
because  it  has  never  recommended  a  single  constructive  act  or  formula 
to  the  capital  goods  industry  that  means  a  day's  work  for  any  man  or 
that  means  security  for  the  rest  of  our  citizens.        ,    .   .^    ^.       . 

But  they  had  sufficient  influence  to  prevent  the  administration  from 
carrying  out  its  announced  policy  of  shartening  hours  and  increasing 
wages.  The  world  knew  prior  to  that  date  that  the  Baldwin  Loco- 
motive Co.  was  not  making  any  money,  because  the  railroads  were 
not  buying  any  locomotives.  The  railroads  have  been  buying  mighty 
few  locomotives  ever  since,  except  in  the  completion  of  an  electrihca- 
tion  policy,  like  the  Pennsylvania  system  between  here  and  JNew 
York,  which,  by  the  way,  has  been  done  with  Government  money. 

There  are  plenty  of  people  in  this  country  who  are  willing  to  do 
something  if  they  can  do  it  on  Government  money.  I  would  like  to 
build  a  home  for  myself  if  I  could  do  it  on  money  furnished  by  some- 
one else.  I  am  incapable  of  doing  it  myself.  But  these  same  indus- 
tries, these  same  elements  in  this  country  who  accept  largesse  from  the 
Government  to  the  extent  of  millions  and  milhons  of  dollars,  have 
refused  on  the  other  hand  to  extend  any  consideration  to  the  em- 
ployees of  the  industries.  .    . 

It  is  a  selfish  policy.  Of  course,  Senators,  it  is  a  selhsh  policy.  1 
make  no  pretense  at  claiming  that  selfishness  can  be  eradicated.  I 
only  say  that  the  man  who  is  hungry  has  just  as  good  a  right  to  be 
selfish  as  the  man  who  has  dollars  in  his  pocket  and  who  fails  to  make 
any  provision  for  those  to  whom  he  has  an  obligation  to  provide. 
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Industry  has  an  obligation  to  provide  for  the  continuance  of  its 
own  existence  and  for  the  continued  existence  of  those  who  are 
required  to  support  industry.  That  is  one  thing  that  has  created 
chaos  in  our  country,  because  in  those  golden  days  when  profits  could 
scarcely  be  computed  because  the  volume  was  so  great  and  increase 
in  capitalization  and  stock  profits  were  commonplace  every  day, 
when  new  bond  issues  were  being  floated  so  rapidly  that  our  finances 
could  scarcely  keep  up  with  them,  no  provision  was  made  by  man- 
agement of  industry  or  finance  to  continue  protection  of  the  cor- 
poration, of  the  stockholders,  or  of  the  employees.  No  reserve  was 
created  for  unemployment.  No  reserve  was  created  within  the  cor- 
poration for  the  protection  of  those  companies  when  unemployment 
came  and  when  consumption  shrank  and  markets  declined. 

And  we  find  those  same  people  coming  down  to  the  Reconstruction 
Finance  Corporation  and  other  governmental  agencies  and  gladly 
accepting  loans.  What  for?  To  liquidate  their  outstanding  obliga- 
tions, to  pay  for  raw  materials,  to  pay  their  fixed  charges,  to  do 
everything  necessary  except  care  for  their  labor,  their  dismissed 
labor.     They  turned  labor  out  on  the  streets. 

Why,  Senators,  if  a  man  has  a  team  of  mules  and  only  uses  it  a 
part  of  the  time  and  turns  it  loose  on  the  public  when  he  does  not 
need  it,  something  is  done  about  it  to  make  him  take  care  of  his 
own  mules.  That  is  obvious.  He  cannot  turn  them  out  on  the 
public  highway.  He  cannot  let  them  pasture  on  other  people's  land. 
Neither  can  he  permit  those  mules  to  die  in  front  of  another  man's 
house.  And  yet  that  is  what  industry  purports  to  do  in  this  country 
now.  It  turns  loose  its  employed  population  or  its  employable  popu- 
lation and  lets  them  die  in  front  of  someone  else's  house.  We  have 
got  19,000,000  people  now  who  would  die  except  that  the  Government, 
through  its  Congress,  has  changed  its  policy  and  changed  its  attitude 
toward  giving  public  relief. 

It  is  only  a  mighty  short  time  since  the  President  of  the  United 
States  resisted  any  attempt  to  provide  public  relief  for  unemployed 
and  hungry  people.  I  do  not  need  to  mention  his  name  here.  He 
is  known  to  all  of  you.  He  has  not  been  gone  very  long.  I  do  not 
want  to  disturb  him  in  his  cloistered  precincts.  This  bill  is  an 
attempt  upon  the  part  of  Congress  to  provide  public  relief  for  the 
unemployed  and  the  destitute.  He  said  it  was  destructive  of  initia- 
tive, was  not  in  keeping  with  American  principles  and  American 
concepts,  did  not  permit  the  carrying  out  of  individual  application. 
Well,  it  is  not  in  keeping  with  Amercan  prnciples,  either,  to  provide 
work  for  30,000,000  of  our  population  that  would  like  to  be  gain- 
fully employed  and  forget  all  about  the  other  10  or  12  million. 

I  was  dow^n  for  a  day  or  two  this  week  at  the  hearings  being 
handled  by  the  National  Industrial  Recovery  Board  in  the  audi- 
torium of  the  Commerce  Building,  dealing  with  the  wages  and  hours 
provision  of  the  various  codes.  I  found  employer  after  employer 
coming  there  reading  his  paper — these  papers  are  a  boon  to  the  wood- 
pulp  industry  of  Canada — and  simply  saying  that  the  only  conces- 
sion they  propose  to  make  is  that  they  ask  permission  to  go  ahead 
as  they  now  are  and  refuse  to  shorten  hours  any  further  or  to  make 
any  contribution  to  this  situation,  except  to  leave  the  industry  alone. 
It  amounts  to  that,  in  plain  English. 
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One  great  captain  of  industry  from  the  Dan  River,  or  somewhere 
else  in  New  England,  said  he  did  not  know  whether  their  formula 
would  work ;  that  we  all  ought  to  trust  in  the  profit  system.  That 
was  his  formula  for  possible  emergence  from  this  critical  situation — 
to  trust  in  the  profit  system. 

Well,  I  have  no  quarrel  today  with  the  profit  system.     I  represent 
a  group  in  the  American  Federation  of  Labor,  and  I  have  the  same 
viewpoint,  that  concedes  the  right  of  capital  to  live  and  to  have  a 
return  on  its  investment.    AVe  are  not  here  today  before  this  com- 
mittee fighting  the  capitalistic  system,  nor  the  profit  system,  nor 
asking  for  the  abolition  or  restriction  of  any  right  of  investors  in 
this  country.     But  trusting  in  the  profit  system  is  what  brought  us 
to  this  condition  we  are  now  in  in  this  country.    We  were  trusting 
to  the  profit  system  back  in  1926  and  1929,  and  our  trust  was  mis- 
placed.   We  were  trusting  in  the  profit  system — and  I  mean  the 
American  labor  movement  officially  through  its  Federation — when 
we  joined  with  President  Hoover  after  the  market  closed  in  1929  in 
trying  to  keep  things  going  along  and  trying  to  prevent  the  people 
of  the  country  from  becoming  panicky  and  becoming  excited  and 
hysterical.    We  trusted  then.    Five  years  afterward  we  are  still 
trusting,  but  that  trust  does  nothing  for  these  people  who  are  idle. 
It  does  not  answer  the  question  in  millions  of  homes  today,  where 
there  is  neither  heat  nor  food,  nor  adequate  covering,  nor  sanitary 
conveniences.    This  is  a  matter  of  life  and  death  to  America,  Sen- 
ators.    These  internal  questions  affecting  the  political  and  social  life 
of  the  Republic  are  the  most  vital,  the  most  fundamental  and  far- 
reaching  of  all  important  questions  that  can  come  into  the  life  of  the 
Nation  or  the  Republic,  if  we  are  to  deal  with  the  question  of  its 
stability  and  with  the  question  of  its  perpetuity. 

I  do  not  propose  to  quote  history,  but  all  history  is  the  same  on 
this  question.  Back  through  the  years  and  the  centuries  in  the 
nations  and  empires  that  waxed  influential  through  prosperity  and 
success  and  great  power  and  the  extension  of  their  influence  beyond 
their  confines,  with  an  increasing  density  of  population,  we  find 
coming  into  the  councils  of  those  nations  and  those  countries  social 
and  economic  questions  that  inevitably  breed  political  problems  of 
great  importance.  The  failure  of  those  countries  to  solve  those  ques- 
tions in  a  way  that  accords  with  the  requirements  and  the  necessities 
of  citizenship  is  the  reason  that  the  pages  of  history  are  teeming  with 
records  of  the  dissolution  and  the  fall  of  the  mightiest  empires  of 

all  times. 

During  the  past  150  years  our  Nation  has  been  waxing  m  its 
strength  and  its  accomplishments.  We  had  a  comparatively  small 
population  in  a  tremendous  area,  composed  of  virile  people,  pioneers, 
men  of  courage  and  vision,  who  exploited  the  resources  of  the  coun- 
try. Through  the  years  we  built  up  a  population  of  130,000,000 
people  in  our  Nation,  but  we  cannot  do  that  today.  Our  idle  people 
cannot  do  that  which  their  forebears  were  able  to  do  a  hundred  years 
ago.  When  conditions  in  a  settlement  became  such  that  a  man  could 
not  make  a  living,  he  could  place  his  gun  on  his  shoulder  and  load 
up  his  lares  and  penates  on  his  mules  or  horses  and  take  his  family 
and  do  like  Daniel  Boone  and  other  old  pioneers  did — go  into  the 
wilds  of  a  new  country  and  stake  out  a  home  for  himself,  build  up 


a  new  district  and  create  a  new  population.    It  relieved  the  pressure 
in  his  home  settlement  when  he  left. 

But  that  cannot  be  done  today.  There  is  no  place  for  our  people 
to  go.  The  idle  man  who  has  been  employed  in  a  steel  mill  or  a 
coal  mine  or  a  textile  factory  or  a  lumber  camp  has  no  place  to  go, 
because  our  great  captains  of  industry  come  down  here  in  the  Com- 
merce Building  in  Washington  and  say,  "  We  cannot  take  care  of 
people  from  the  outside  in  our  industry." 

And  they  resist  it  because  it  will  cost  something.  They  don't 
know  how  much  it  will  cost.  Well,  whether  it  costs  a  dime  or  a 
dollar,  they  are  against  it  anyhow,  because  the  mere  suggestion  of 
cost  makes  them  shiver.  They  are  uncomfortable  when  anyone  sug- 
gests a  policy  or  procedure  that  will  add  one  kopeck,  or  ruble,  or  sou 
marque  to  the  sum  total  of  the  cost  of  their  plant.  They  think  only 
in  terms  of  competition,  and  they  think  only  in  terms  of  profit.  They 
don't  think  in  terms  of  humanity  or  in  terms  of  political  security. 

I  am  amazed  at  times  because  I  wonder  what  will  have  to  happen 
in  this  country  to  convince'  some  of  our  great  leaders  of  industry 
of  the  necessity  for  doing  something  for  the  people  of  this  country 
who  are  unemployed  and  deprived  of  a  livelihood.  I  wonder  how 
long  these  18,000,000  will  submit  to  conditions  of  that  kind.  I  won- 
der how  long  they  think  they  could  starve  me.  You  know,  I  would 
not  starve  to  death.  I  would  not  let  anybody  starve  me.  I  don't 
ever  propose  to  starve  in  this  country.  And  I  think  I  voice  the  feel- 
ing of  11,000,000  Americans  who  are  idle  and  out  of  work,  and  who 
do  not  propose  to  let  anyone  starve  them  on  a  paper  formula.  It  is 
time  for  plain  talking  in  this  country. 

I  see  these  men  coming  down  here  to  the  N.  R.  A.,  and  in  their 
conferences.  I  see  them  all  the  time.  They  are  good  men.  They 
are  well  dressed.  They  are  well  groomed,  they  are  well  fed,  and 
they  mean  well.  They  work  hard  at  their  business,  and  are  good 
to  their  families — their  own  families,  just  their  own  families.  Some 
of  them  do  not  care  anything  about  other  people's  families.  And 
that  is  what  is  the  matter  with  some  of  them  in  their  conception  of 
their  obligations.  Some  of  them  are  so  engaged  in  running  their 
now  little  business  in  their  own  little  parish  that  they  do  not  know 
what  is  going  on.  They  don't  know  that  the  people  living  in  the  rest 
of  the  country  are  living  under  such  conditions  as  to  jeopardize 
the  security  of  their  own  lives  and  jeopardize  the  investments  they 
have,  which  perhaps  were  left  to  them  by  their  grandfathers. 

But  18,000,000  people  are  on  relief  in  this  country,  between  10 
and  11  million  unemployed,  and,  gentlemen,  that  cannot  go  on. 
There  is  just  one  answer  to  it.  What  is  the  answer?  In  5  years  of 
consideration  of  this  question,  who  has  presented  a  formula  for  the 
solution  of  this  problem  except  organized  labor  ?  I  say  that  with  all 
modesty,  but  I  say  it  frankly  and  in  an  endeavor  to  have  someone 
come  forward  with  a  solution.  No  one  has  come  forward.  Endless 
papers  have  been  read,  endless  computations  of  statistics  have  been 
made,  wails  and  lamations  have  ascended  to  the  high  heavens  against 
any  increase  in  cost ;  but  out  of  it  all  simply  comes  a  reiteration  of 
the  ancient  shibboleth  of  "  Let  it  alone.  I  trust  it  will  get  better. 
I  hope  it  will  get  better.  I  really  believe  it  is  getting  better."  I 
have  heard  these  things  emanate  from  the  platform  in  the  Commerce 
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Building  this  week.  "Just  continue  to  hope  and  trust.  Just  con- 
tinue to  wait  and  see."  These  men  and  women  and  children  can't 
wait.  Their  lives  are  ebbing  away.  Five  years  of  my  life  and  5 
years  of  vour  lives,  Senators,  have  gone  by  while  we  have  been 
debating  this  question ;  and  we  are  still  following  a  thum-twiddling 
policy.  Our  situation  must  get  better  or  it  will  get  worse.  It  cannot 
stand  still.    That  is  axiomatic. 

There  are  some  who  profess  to  see  in  the  last  3  months  an  improve- 
ment in  business.  I  only  hope  that  is  true.  They  are  not  sure 
themselves,  tliat  it  is  true.  They  don't  know  whether  it  is  a  seasonal 
appreciation  or  a  psychological  appreciation,  a  spurt  or  what  it  may 
be.  They  only  hope  it  is  true  and  enduring,  but  they  have  no  guar- 
antee of  it.  Not  many  people  have  gone  to  work.  No  matter  how 
much  appreciation  in  business  there  has  been  during  the  last  3 
months,  if  there  has  been  any — and  I  am  not  one  who  can  see  it  in 
any  tangible  form — there  are  not  any  more  jobs,  and  none  of  the 
unemployed  have  gone  to  work.  I  can  speak  positively  with  refer- 
ence to  one  industry  with  which  I  am  associated  and  say  there  is  no 
appreciation  there,  except  the  seasonal  appreciation,  and  even  that 
seasonal  appreciation  has  been  limited  to  the  severe  weather  for  the 
past  few  weeks. 

Out  of  all  that  contention  and  consideration,  Senators,  labor  is  the 
only  interest  that  has  come  forward  with  a  formula.  What  is  labor's 
formula  in  a  nutshell?  It  is  to  do  what  this  bill  proposes  to  do,  to 
divide  the  available  number  of  man-day  jobs  in  this  country  among 
the  population  who  are  able  and  willing  to  work.     It  boils  right 

down  to  that.  .    . 

What  is  the  proposal  of  the  National  Association  of  Manufac- 
turers? They  propose  to  divide  the  available  man-day  jobs  among 
those  who  now  have  jobs.  There  is  a  difference  of  11,000,000  popu- 
lation involved  as  between  the  two  formulas. 

And  labor  calls  to  the  attention  of  Congress,  in  a  very  sincere  and 
hopeful  way,  the  fact  that  it  is  impossible  to  carry  on  on  this  basis. 
You  cannot  forget  these  people  who  are  unemployed,  and  you  can 
eliminate  from  consideration  the  18  or  19  million  people  who  are  on 
public  relief.     You  cannot  stop,  after  eliminating  them.     There  must 

be  an  answer  to  it. 

Now,  on  the  question  of  cost,  I  doubt  if  there  is  anyone  who  knows 
what  it  will  cost  to  put  industry  on  a  6-hour  workday  for  5  days  a 
week.  It  is  my  opinion  that  it  does  not  make  any  difference  what 
it  will  cost  in  dollars  and  cents,  because  anything  that  it  can  cost 
is  trifling  in  importance  in  comparison  with  the  necessity  of  doing 
it.  It  matters  not  what  it  will  cost  in  dollars  and  cents,  if  we  can  put 
our  unemployed  to  work,  if  we  can  restore  a  healthy  state  of  mind  to 
our  population,  if  we  can  aid  the  social  and  political  activities  of 
our  country  and  its  institutions.  If  we  can  do  that,  it  does  not 
make  any  difference  what  it  costs. 

I  personally  believe  the  cost  will  be  far  less  than  is  claimed  by  some 
of  the  opponents  of  the  measure.  As  a  matter  of  fact,  I  know  that 
is  true  in  certain  industries.  The  cost  in  the  mining  industry  would, 
be  infinitesimal.  Of  course,  it  is  sadly  true  that  if  the  cost  is  small' 
the  number  of  those  returning  to  work  under  the  rearrangement  will 
be  lessened. 


In  the  coal  industry,  when  it  changed  from  the  8-hour  day  to  the 
7-hour  day,  5  days  a  week,  it  cost  scarcely  anything.  The  coal 
industry  is  not  in  position  to  say  exactly  or  mathematically  that  it 
will  cost  anything.  Why?  Well,  because  the  coal-mining  industry 
is  an  industry  that  is  peculiar  unto  itself.  It  has  special  equations 
and  problems.  The  hourly  efficiency  in  the  industry  has  so  increased 
that  the  same  production,  or  practically  the  same  production  con- 
tinued under  the  7-hour  day  as  under  the  8-hour  day.  As  a  matter 
of  fact,  certain  coal  companies  have  reduced  their  costs  by  putting 
into  effect  the  7-hour  day  as  against  the  8-hour  day.  That  is  not  true 
in  all  of  them  or  a  great  many  of  them.  I  cannot  say  that  a  reduc- 
tion from  7  to  6  hours  in  the  coal  industry  can  be  done  without  cost, 
because  I  think  it  will  cost  something.  But  regardless  of  what  it 
will  cost,  it  is  desirable  to  accept  that  added  cost  in  order  to  create 
jobs  for  these  people  who  are  suffering. 

I  say  that  is  true  in  all  industries.  I  say  the  people  of  this  coun- 
try are  prepared  to  pay  the  added  cost  of  production.  Why  should 
the  manufacturer  or  the  owner  of  a  plant  wring  his  hands  in  mental 
and  mortal  anguish  when  the  suggestion  is  made  that  he  do  that, 
that  he  create  more  jobs,  that  he  increase  his  cost  and  the  public  pay 
the  price.  I  think  the  average  citizen  of  our  country  is  perfectly 
willing  to  pay  a  price  for  a  product  or  commodity  that  will  provide 
employment  for  our  people  and  enable  them  to  live  decently,  if  you 
give  him  a  job  so  he  can  buy  the  product.  That  is  what  it* amounts 
to. 

Senator  Neely.  Did  the  reduction  from  8  to  7  hours  in  the  coal 
industry  result  in  a  substantial  increase  in  the  employment  of  those 
out  of  jobs? 

Mr.  Lewis.  Unfortunately,  no,  Senator,  for  this  reason:  A  mine  is 
different  from  a  factory.  The  miners  for  years  have  been  asking  for 
shorter  hours  in  the  mining  industry,  because  the  8-hour  day  was 
in  effect  from  the  time  the  man  reached  his  working  place  in  the 
morning  until  he  left  it  at  night.  That  working  place  may  be  down 
500  feet  underground  and  from  1  mile  to  5  miles  away  from  where 
he  entered  the  shaft.  So  his  actual  time  in  the  mine  was  from  the 
time  he  entered  in  the  morning,  the  time  consumed  traveling  under- 
ground to  his  working  place,  then  putting  in  8  hours'  work,  plus 
half  an  hour  for  the  lunch  period  when  the  mine  was  not  in  opera- 
tion, and  then  returning  that  night  to  the  top  of  the  mine.  As  a 
matter  of  fact,  he  was  underground  from  9  to  9%  hours  a  day,  and 
in  some  instances  a  good  deal  longer. 

During  that  time  he  was  exposed  to  all  the  hazards  of  the  mine. 
He  was  under  that  conscious  or  subconscious  nervous  strain  that 
always  goes  with  that  occupation.  He  was  breathing  the  vitiating 
and  noxious  gases  in  the  mines,  which  tend  to  increase  the  nervous 
strain  and  the  exhaustion  of  energy. 

We  have  always  contended  that  the  hours  were  too  long;  that 
under  the  7-hour  day  the  lessened  nervous  and  physical  strain  and 
increased  efficiency  of  labor  would  offset  the  reduction  in  hours. 
That  turned  out  to  be  true.  Our  men  are  producing  substantially 
the  same  amount  of  coal  in  7  hours  as  they  formerly  did  in  8. 

Now,  with  reference  to  some  of  the  mechanical  processes  in  the 
mines,  having  to  do  with  transportation  and  operation  and  equip- 
ment, we  have  contended  that  the  increased  efficiency  of  labor  would 
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offset  the  expense  of  idle  periods  of  that  equipment.  \yc  have  found 
that  is  true,  since  the  management  has  been  inspired  to  do  soine- 
thing.  We  find  there  ia  liigher  efficiency  in  the  mechanical  equip- 
ment in  the  industry.  .  .    ,  , 

I  have  in  mind  one  mine,  for  instance,  that  is  a  typical  case,  where 
the  operator  protested  sincerely  and  most  earnestly  that  he  was  get- 
ting all  the  coal  up  that  shaft  that  could  be  hoisted,  and  a  reduction 
of  an  hour  a  dav  would  mean  he  could  not  change  his  mechanical 
arrangement  and  would  be  deprived  of  one-eighth  of  his  tonnage. 
He  had  a  4-ton  mine  car.    We  were  sure  that  something  could  be 
done  that  would  relieve  that  situation,  because  we  knew  something 
about  it.    After  the  7-hour  day  became  effective  he  had  the  size  of 
his  mine  cars  built  up.    They  were  mechanically  loaded  and  it  made 
no  difference  how  high  they  were.    He  built  up  the  sides  of  the 
cars,  and  instead  of  loading  4  tons  ot  coal  m  a  car  he  J«"f  ^  5% 
tons     He  had  the  same  number  of  cars  going  up.  with  that  added 
amoiint  of  coal.    He  had  materially  reduced  the  cost  of  his  oi^ei^- 
tion  by  the  adoption  of  the  7-hour  day.    That  is  just  one  case  indi- 
cating" what  can  be  done  wlienit  is  necessary,  a  ■      „ 
m  are  paying  a  terrible  price  in  this  country  for  our  efficiency, 
for  our  mechanical  genius,  for  our  chemical  discoveries,  for  the  bril- 
liancy o?our  engineers.    They  are  making  what  they  thmk  is  a  con- 
tribution to  the  scientific  knowledge  of  the  mechanical  operation  of 
the  world's  affairs,  and  yet  in  doing  so  th^y  are  making  our  people 
idle     There  is  onlv  one  answer  to  it.    If  we  are  to  keep  pace  in 
ihe  administration  of  our  social  and  political  affairs,  with  the  genius 
of  our  technical  and  scientific  men.  we  have  got  to  go  forward  in 
our  social  and  industrial  and  political  statesinenship     The  advan- 
tages of  the  machine  must  be  distributed  more  equitably  among  the 
population.    The  machine  that  merely  yields  a  profit  to  its  inventor 
and  the  man  who  uses  it  in  his  factory,  and  cuts  employment  10  or 
20  percent,  is  not  a  boon  to  mankind.    It  is  a  curse  to  mankind,  if 
the  distribution  of  its  advantages  is  restricted  only  t«  those  who  in- 
vent  and  those  who  operate  it.    The  population  must  enjoy  some  of 

iho  nrlvantafires  of  that  machine.  ,         -.        .  i 

hTw  ^  Bv  beinjr  permitted  to  participate  in  the  advantages  de- 
rived from  the  curtailment  of  employment  brought  about  by  the 
mithine?  There  is  no  other  answer,  The  end  has  not  yet  been 
reached  We  are  progressing  in  this  scientific  age  of  ours.  I 
do  not  even  know  that  the  statement  of  the  future  will  not  have  to 
come  to  the  consideration  of  shortening  the  working  ^ours  below  6 
because  of  that  progress.  It  seems  we  are  eventually  getting  to  the 
Snt  where  about  all  the  work  a  man  will  have  to  do  is  to  push 
\  button  or  throw  a  lever  or  oil  a  machine  or  guard  it  while  it  is  in 
operation.  If  we  have  the  initiative  and  brilliancy  and  mventive 
ffenius  in  our  civilization  to  create  machinery  that  takes  the  place 
of  human  beings,  then  certainly  we  must  permit  all  the  population 
tl  iTtidpllTin  the  distribution  of  the  advantages  that  come  from 
such  tremendous  accomplishment.  There  is  no  other  way  U>  solve 
the  question.    That  is  what  labor  proposes  to  do  now. 

The  Senators  know  that  in  1926  and  1929,  in  those  gold  years  we 
talk  about,  there  was  tremendous  technological  unemployment,  that 
it  was  progressive,  and  that  some  2  million  of  our  workers  were 
affected  by  that  situation  at  that  time. 


I  have  in  mind  one  instance.  For  many,  many  years  the  Pitts- 
burgh Steel  Co.  had  a  plant  over  on  the  south  side  of  the  Allegheny 
River  in  Pittsburgh,  where  they  employed  1,200  men  who  lived  in  that 
community.  The  company  decided  2  or  3  years  ago  to  erect  a  new 
plant  on  the  opposite  side  of  the  river  a  mile  away.  The  new  plant 
took  the  place  of  the  old  one,  turned  out  twice  the  production  of  the 
old  one,  and  employed  200  men.  In  other  words,  the  new  plant, 
equipped  with  modern  labor-saving  machinery  and  scientific  ap- 
plication of  the  new  arrangement  for  handling  that  industry  with 
200  men,  displaced  the  old  plant  with  1,200  men. 

What  are  we  going  to  do  about  it?  There  is  only  one  answer  in 
logic,  and  that  is  to  gradually  bring  about  a  condition  where,  if  a 
plant  is  so  equipped  with  modern  labor-saving  machinery  that  200 
men  can  do  the  work  of  2,400  men,  the  remainder  of  the  2,400  men 
must  participate  in  the  advantages  derived  from  the  operation  of 
that  200-man  plant.  I  do  not  mean  to  confine  it  to  that  plant  and 
say  that  plant  should  take  care  of  those  men,  but  there  must  be  a 
distribution  of  those  advantages,  and  it  can  only  be  done  by  reduc- 
ing the  hours  of  labor  in  this  country  to  any  point  that  is  necessary. 
There  is  no  security  otherwise. 

We  are  spending  right  now  at  the  rate  of  $140,000,000  a  month  for 
public  relief.  In  November,  according  to  Mr.  Green's  statement  be- 
fore this  committee,  we  spent  $172,000,000.  The  average  for  the 
year  1934,  according  to  Bureau  of  Labor  Statistics  figures,  was  140 
million  a  month,  or  a  total  for  the  11  months  of  $1,570,000,000  for 
public  relief.    We  can't  go  on  like  that. 

The  N.  R.  A.  is  not  going  to  solve  the  question,  because  the  N.  R.  A. 
has  failed  to  solve  these  questions.  The  N.  R.  A.  has  yielded  to  the 
pressure  and  the  importunities  of  business,  and  is  no  longer  hoping 
to  reduce  hours.  The  N.  R.  A.  is  not  even  hoping  to  maintain  the 
hours  in  the  codes  they  have  now,  because  hourly  each  day  applica- 
tions are  coming  in  for  exemptions  under  the  codes.  As  I  told  the 
N.  R.  A.  Board  the  other  day,  most  of  the  young  men  who  travel 
through  the  halls  of  the  Commerce  Building,  and  jingle  their  spurs 
around  those  desks,  are  engaged  in  passing  upon  applications  from 
industry  for  exemptions  from  hours  and  wages  provisions  in  the  code. 
The  employers  and  manufacturers  in  this  country  are  engaged  in  an 
enterprise  under  a  mass  arrangement  of  trying  to  chisel  down  this 
code  theory  that  protects  wages  and  hours,  and  especially  hours.  We 
know,  no  matter  how  gigantic  the  tree,  if  there  are  enough  beavers  to 
get  around  it  and  gnaw  away  continuously,  eventually  the  tree  will 
fall.  The  tree  cannot  resist  the  mass  attack.  That  is  the  way  with 
the  N.  R.  A. 

Industry  is  leaning  backward ;  industry  is  ignoring  its  obligations ; 
industry  will  probably  come  here  and  protest  the  enactment  of  this 
bill,  backed  by  innumerable  statistics,  all  based  upon  the  fact  that  the 
price  of  clothes  pins  in  some  town  in  Connecticut  will  be  increased  by 
so  many  cents,  if  the  hours  of  labor  are  reduced  from  what  they  are 
now  to  30  hours  a  week,  and  one-third  more  men  employed. 

Well,  Senators,  what  if  the  increase  does  come  about?  What  if 
these  men  are  stating  facts  and  there  will  be  an  increase?  Isn't  it 
worth  it?  Isn't  it  desirable?  What  can  we  do  with  11,000,000  men, 
not  in  1935,  but  in  1940,  unless  we  find  jobs  for  them?  We  have 
waited  5  years  for  a  condition  to  be  brought  about  where  through  so- 


66 


THIRTY-HOUR   WORK    WEEK 


THIRTY-HOUR   WORK   WEEK 


67 


called  "  normal  economic  processes  "  that  desirable  condition  could  be 
attained,  and  it  has  not  been  reached  yet.  During  that  time  we  have 
dreamed  of  increasing  our  foreign  exports,  and  they  have  not  been 
increased.  As  a  matter  of  fact,  every  man  who  has  studied  the  que^ 
tion  knows  there  is  no  reasonable  opportunity  to  expect  them  to  be 
increased.  The  countries  of  the  world  are  not  buying  from  us,  ex- 
cept what  they  are  compelled  to  buy ;  and  that  is  limited  to  those  who 
have  to  have  what  they  are  able  to  pay  for.  And  they  will  not  buy 
from  us,  because  they,  too,  are  faced  with  internal  situations  at  home 
in  those  civilized  countries.  They  have  nothing  with  which  to  pay 
for  the  goods  they  would  buy. 

Plenty  of  them  would  buy  goods  from  us  if  we  would  give  them 
the  money  or  let  them  buy  them  on  credit,  but  we  are  suif ering  from 
that  now  to  an  intense  degree.  Last  year  we  were  assured  that  with 
the  recognition  of  Russia  would  come  about  a  tremendous  amount  ot 
buying  from  that  country,  of  products  and  machinery  necessary  m 
Russian  enterprises.  In  a  short  time  we  were  told  that  Ru^ia  would 
buv  if  we  would  give  them  the  money  with  which  to  buy.  Uf  course, 
they  would.    The  sum  total  of  our  advantage  from  increased  trade 

with  Russia  has  been  nil.  ^  u 

As  a  matter  of  fact,  we  have  been  pushed  out  of  a  great  number 
of  countries  by  the  policies  they  are  following.  The  American  coal 
industrv  is  being  gradually  pushed  out  of  Canada  to  the  tune  of 
millions  of  tons.  That  is  obvious.  How«  Through  the  applica- 
tion of  the  political  policies  of  the  privy  council  of  Great  Britain, 
where  preference  is  being  given  to  Dominion  business  enterprises, 
through  the  encouragement  given  to  manufacturers  of  Dominion 
products.  There  is  no  chance  to  solve  this  question  through  the  ap- 
preciation of  our  export  trade.  ,       •.  xu         u 

And  likewise.  Senators,  there  is  no  chance  to  solve  it  through  so- 
called  "natural  processes",  sitting  by  and  hoping  that  normal  con- 
ditions will  come.  We  are  getting  older.  I. am  5  years  older  than 
I  was  when  I  attended  a  White  House  hearing  m  November  1929, 
and  was  assured  by  the  President  of  the  United  States  that  recovery 
would  come  at  the  end  of  3  months,  and  that  I  could  tell  my  people 
that  under  no  circumstances  would  the  emergency  last  more  than  b 
months.  I  am  5  years  older,  and  after  the  lapse  of  5  years  I  come 
here  in  all  sincerity  and  say  to  you  that  in  my  opinion  the  time  has 

^"^AndVurge  upon  the  Senators  that  they  will  not  be  beguiled  from 
what  I  conceive  to  be  the  plain  obligation  of  the  sitiiation  by  list^n- 
incr  to  that  tale  that  it  cannot  be  done  because  it  will  increase  cost. 
Unfortunatelv,  there  seems  to  be  an  adherence  and  assent  to  that 
philosphy  on  the  part  of  some  of  our  great  public  representatives. 
C  what  are  we  going  to  do  with  these  18,000  000  people?  The 
Treasurv  of  the  United  States  cannot  lon^^cont^^"^  ^o  bear  that 
burden.*  Certainly,  it  cannot  do  it  indefinitely.  What  is  the 
answer?  If  the  gentlemen  representing  industry  say  the  answer  is 
that  conditions  are  improving  now,  and  they  hope  ^y  June  or  July 
or  December  conditions  will  be  normal,  we  can  say  to  them  that  the 

millions  and  millions  of  Americans  have  no  ^0,^^^^"^  ,^V  k  o^ 
prophets.  Hope  ha^  been  deferred  sufficiently  long,  and  the  heart- 
Sess  is  herf  I  hope  the  Senators  will  not  be  beguiled  by  that 
argument. 


I  see  some  of  the  great  leaders  who  are  supposed  to  be  sympa- 
thetic with  the  common  people  changing  their  attitude  on  this  ques- 
tion. I  saw  but  yesterday  or  the  day  before  our  Mr.  Richberg — ■ 
springing  from  the  loins  of  labor,  as  he  did — recommending  to  the 
President  of  the  United  States  the  imposition  of  a  code  on  labor  in 
the  automobile  industry  for  the  continuance  of  the  48-hour  week 
in  this  terrible  emergency  that  confronts  our  country.  I  think  Mr. 
Richberg  is  not  only  recreant  to  his  obligation  as  a  public  sei*vant, 
but  I  think  he  is  a  traitor  to  organized  labor  when  he  makes  that 
recommendation — labor  that  nurtured  him  and  at  whose  breast  he 
suckled. 

"I  have  discussed  the  problems  of  the  automobile  industry  with  the 
leaders  of  it,  members  of  the  Industrial  Advisory  Board  of  the 
N.  R.  A.,  in  some  of  our  joint  meetings.  I  have  talked  these  matters 
over  with  Mr.  Sloan,  and  no  one  knows  better  than  Mr.  Sloan  and 
Mr.  Richberg  that  these  lengthy  hours  in  the  automobile  industry 
or  any  other  industry  have  no  moral  or  social  justification.  The 
automobile  industry  wants  to  continue  to  be  able  to  turn  men  loose 
on  the  streets  of  Detroit  and  the  towns  of  Michigan,  when  they  are 
through  with  them.  That  is  what  they  want  to  do.  They  want  to 
work  as  many  men  as  they  want  to  work  when  they  need  them,  and 
when  they  don't  want  them  to  work,  because  it  is  not  convenient, 
they  want  them  to  be  fed  from  the  Public  Treasury,  to  be  fed  by  the 
taxpayers  of  this  country,  with  money  derived  by  the  Government 
through  sales  taxes  levied  on  the  bread  of  the  common  people. 

As  President  Green  said  yesterday,  we  find  that  numerous  States 
are  now  applying  the  sales  tax  on  everything,  which  is  the  most 
vicious  form  of  tax  ever  devised,  which  places  the  burden  of  the  cost 
of  Government  on  the  unfortunate  man  instead  of  on  those  who  are 
able  to  pay.  And  the  man  who  goes  on  relief,  given  to  him  by  the 
Government  at  the  expense  of  the  taxpayers,  after  being  turned  out 
of  the  automobile  factories  in  Detroit  and  other  cities  in  Michigan 
and  other  States,  is  compelled  to  take  out  of  his  meager  pittance 
enough  money  to  pay  a  sales  tax. 

And  I  call  your  attention  particularly  to  General  Motors,  dom- 
inated by  the  Du  Pont  family,  with  their  fearsome  war  profits  of 
a  billion  and  a  half  dollars  that  we  will  always  remember  were 
wnmg  from  the  people  of  this  country  in  the  making  of  the  muni- 
tions of  war.  General  Motors  wants  to  continue  to  have  the  right 
to  turn  Americans  out  on  the  streets  at  will,  with  no  sense  of  re- 
sponsibility. 

Senators,  I  am  not  prejudiced  on  this  question.  I  am  giving  you 
the  benefit  of  my  experience  and  my  judgment.  I  am  not  enunciat- 
ing any  hasty  opinions  or  pronouncing  any  impulsive  judgment.  I 
have  been  a  conservative  in  this  country.  I  have  stood  for  the  pro- 
tection and  the  maintenance  of  American  institutions.  My  voice  in 
the  councils  of  organized  labor  has  been  raised  against  those  who 
have  enunciated  policies  of  communism,  socialism,  and  whatnot, 
all  through  the  years,  I  have  stood  for  the  rights  of  American 
capital  to  have  a  return  upon  its  investment,  and  by  the  same  taken 
I  stand  for  the  right  of  the  workers  in  America  to  have  equal  con- 
sideration before  me  law  and  equal  rights  in  our  industrial  system. 
I  do  not  ask  it  as  a  favor  for  them;  I  demand  it  as  a  right.    And  I 
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ask  the  Congress  of  the  United  States,  the  honorable  Senators 
who  are  members  of  this  subcommittee,  to  not  be  beguiled  into  fol- 
lowing after  false  economic  gods  on  this  question,  and  to  not  let  the 
billion  of  war  profits  of  the  Du  Pont  family,  as  represented  by  their 
investment  in  General  Motors  and  their  investment  in  the  Liberty 
League  of  this  country,  a  propaganda  institution,  to  carry  them  off 
into  those  theorie^s  where  disaster  is  bound  to  follow. 

For  Mr.  Richberg,  who  knows  all  these  things  of  which  I  speak, 
I  express  my  personal  contempt.  Organized  labor  thinks  of  his 
actions  in  the  last  few  days  as  reprehensible  and  dishonorable. 

A  crisis  is  here.  This  Congress  must  solve  this  question  in  some 
way.  If  this  Congress  adjourns,  when  it  does  adjourn,  whether  it  be 
May  or  July,  without  having  enacted  legislation  that  will  create  con- 
ditions for  the  employment  of  millions  of  suffering  and  idle  Ameri- 
cans, then  organized  labor  will  disclaim  responsibility  for  the  unrest 
that  will  obviously  follow.  Organized  labor,  through  its  accredited 
spokesmen,  has  given  the  Congress  of  the  United  States  a  sincere, 
earnest,  thoughtful,  and  honest  recommendation  as  to  how  to  deal 
with  this  situation.  If  the  Congress  of  the  United  States  in  the  end 
elects  to  follow  the  recommendations  of  the  war  profiteers  of  this 
country  as  represented  by  big  business,  rather  than  the  earnest  plead- 
ings of  the  common  people  expressed  through  their  organizations, 
then  organized  labor  will  disclaim  the  responsibility  for  that  policy. 
We  ask  your  earnest  consideration  of  what  we  have  had  to  say,  and 
I  thank  you  for  the  time  you  have  given  me  to  voice  these  few 
thoughts. 

Senator  Neely.  We  thank  you  for  having  expressed  your  views. 

Are  there  any  questions  ? 

Mr.  Green  (president  American  Federation  of  Labor).  May  I  ask 
if  the  opposition  to  the  proposed  legislation  has  filed  with  you  a 
list  of  the  names  of  representatives  of  industry  or  individuals  who 
will  appear  in  opposition  to  this  measure? 

Senator  Neely.  The  following  have  asked  to  be  heard  in  opposi- 
tion to  this  bill. 

Mr.  James  A.  Emery,  Investment  Building,  Washington,  D.  C, 
representing  the  National  Association  of  Manufacturers. 

Mr.  W.  A.  Wentworth,  of  the  dairy  industry. 

Mr.  A.  M.  Loomis,  representing  the  American  Association  of 
Creamery  and  Butter  Manufacturers,  asked  to  be  heard  on  the  ques- 
tion of  the  alleged  necessity  for  the  exemption  of  manufacturers  and 
processors  of  perishable  commodities. 

Mr.  Reece  V.  Hicks,  of  Kansas  City,  representing  the  International 
Hatchery  Association. 

Also  someone  from  Boston,  whose  name  I  do  not  remember,  who 
asked  to  be  heard. 

The  clerk  of  the  connnittee  informs  me  that  a  representative  of  the 
railroad  organizations  has  asked  to  be  heard  in  opposition  to  the  bill. 

Mr.  Green.  May  I  follow  that  question  by  submitting  another? 
Is  it  the  plan  of  the  committee  to  call  for  the  presentation  of  the  point 
of  view  of  those  who  favor  the  bill  first  of  all,  or  do  you  intend  to 
alternate  ? 

Senator  Neely.  The  Chair  has  not  discussed  that  question  with  the 
other  members  of  the  committee.  In  my  opinion  we  should  hear  the 
proponents  of  the  measure  before  calling  anyone  in  opposition  to  it. 


Mr.  Green.  We  have  no  objection,  but  we  would  appneciate  the 
opportunity  of  makmg  special  answers  to  some  features  of  the  argu- 
ments that  may  be  submitted  in  opposition  to  the  bill.  That  is,  we 
should  like  to  be  accorded  the  right  to  answer  some  points,  in  the 
event  that  seems  to  be  necessary. 

Senator  Neely.  The  Chair's  opinion  has  been  that  the  proponents 
of  this  measure  have  the  right  to  open  and  close  the  case ;  that  those 
who  favor  the  legislation  should  be  heard;  that  those  who  oppose 
the  measure  should  then  be  given  an  opportunity  to  present  their 
views;  and  following  that,  the  proponents  should  be  accorded  the 
opportunity  of  replying  to  the  arguments  advanced  by  the  opposi- 
tion.   Is  that  satisfactory? 

Mr.  Green.  That  is  quite  satisfactory.  I  assume  that  it  is  the  in- 
tention of  the  subcommittee  to  expedite  the  hearings  and  proceed  as 
expeditiously  as  possible,  so  that  the  measure  may  be  presented  to 
Congress  for  consideration  at  the  earliest  possible  date. 

Senator  Neely.  There  will  be  no  unnecessary  delay.  There  can  be 
no  hearing  on  Monday,  for  the  reason  that  the  full  Committee  on  the 
Judiciary  will  meet  in  this  room  at  10 :  30,  and  I  think  all  the  mem- 
bers of  the  full  committee  will  wish  to  attend  that  meeting. 

Mr.  Green.  Will  the  hearings  be  resumed  on  Tuesdav? 

Senator  Neely.  The  hearings  will  be  resumed  on  Tuesday  in  this 
room.     In  order  that  we  may  have  a  quorum  present,  and  that  mem- 
bers of  the  committee  and  others  may  not  have  to  wait  unnecessarily 
we  shall  meet  at  10 :  30  instead  of  10.    This  morning  we  lost  prac- 
tically half  an  hour  waiting  for  a  quorum. 

Mr.  Green.  We  will  have  a  representative  to  appear  before  the 
committee  on  Tuesday,  if  that  is  agreeable. 

Senator  Neely.  That  is  entirely  satisfactory.  The  subcommittee 
now  adjourns. 

(Whereupon,  at  12  noon,  the  subcommittee  adjourned  until  Tues- 
day, Feb.  5,  1935,  at  10:  30  a.  m.) 
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TUESDAY,  FEBRUARY  5,  1935 

United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

,  .  Washmcton,  D.  C. 

1  he  subcommittee  met  in  the  committee  room, 'Capitol,  at  10:30 
a.  m.,  Senator  M.  M.  Neely  (chairman)  presiding. 

Present:  Senators  Neely  (chairman),  McCarran,  Hatch,  Norris, 
and  Austin. 

Senator  Neely.  The  committee  will  please  be  in  order.  Mr.  Bates, 
the  next  witness,  may  proceed. 

STATEMENT  OF  HARRY  C.  BATES,  PRESIDENT  BRICKLAYERS, 
MASONS,  AND  PLASTERERS  INTERNATIONAL  UNION 

Mr.  Bates.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  want 
to  say  that  the  members  of  our  organization,  that  I  have  the  honor 
to  represent,  advocate  the  passage  of  this  bill.  It  is  necessary  that 
the  working  day  be  reduced  to  6  hours  and  the  work-week  to  30  hours; 
per  week  if  there  is  a  remote  possibility  of  placing  back  at  work  the 
hundreds  of  thousands  of  skilled  mechanics  in  the  building  industry 
that  are  now  unemployed  and  on  the  relief  rolls,  and  have  been  mi 
employed  for  the  last  3  years. 

Before  the  depression  our  organization  was  able  through  collect 
tive  bargaining  with  our  employers  to  establish  the  30-hou?  week  in 

^ZTl  .""k?- 'u  ^J'  ^""^  ^^^y"  ^^  ^^^  W^^^rit  time  we  have  the  30-hour 
week  established  in  certain  sections  in  Massachusetts  and  the  State 
wi  California  and  other  isolated  sections.  Even  with  the  8-hour  day, 
which  we  have  enjoyed  without  interruption  for  the  past  30  yeare 
which  was  also  established  through  collective  bargaining  agreeS 
with  our  employers,  we  find  that  in  normal  times  it  ?s  fbsoSy 
impossible  for  many  thousands  of  our  members  to  secure  contWus 
employment  under  the  8-hour  day.  continuous 

Statistics  were  kept  in  the  city  of  New  York  in  1932  by  our  organ- 
izations  and  these  statistics  are  absolutely  correct,  due  to  the  fact 
that  each  member  was  assessed  5  cente  per  hour  for  every  hour  he 
worked  to  take  care  of  and  assist  members  where  unemployed  Over 
a  period  of  a  year  we  found  the  average  earnings  of  bricklavpr^  in 
New  York  City  in  1932  were  $7.84  a  w4.  In  or^nary  S^^^^ 
there  is  plenty  of  building  construction,  our  members  are  n^t  ^bTe  tS 

a  bHnf^o^''"''-     M^'y'  P^'i  ^^^hj'"'^  '"^  ^^y  P^^^^  «^  construction  if 

r/l^^Qn^'u'  ^^^^  ^^i'^'^'*^  ^^^  l^y^  P^^  y^^  i^  is  out  of  the  ordinary. 

fhi    ^^^^^-hour  week  were  to  be  established,  it  would  provide  for 

the  employment  of  practically  all  the  skilled  mechanics  that  have 
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grown  old  and  are  unable  during  such  times  as  these  to  secure  em- 
ployment in  competition  with  younger  men.  It  would  remove  that 
class  of  mechanics  from  the  relief  rolls  and  ^yould  make  it  possible 
in  the  summer  months  for  building  construction  not  to  be  retarded 
in  anv  way,  because  of  the  fact  that  it  would  be  possible  to  work  two 
shifts  a  day  of  6  hours  each,  which  would  take  up  the  slack  in  the 
unemployment. 

Now,  Senators,  since  this  bill  passed  the  Senate  last  year  we  had 
high  hopes,  of  course,  that  it  would  relieve  the  condition  of  these 
thousands,  and  high  hopes  that  it  would  receive  favorable  consid- 
eration in  the  House  of  Representatives,  but  the  National  Industrial 
Recovery  Act  was  passed.  Since  the  passage  of  that  act  we  have  been 
very  much  disappointed,  and  I  want  to  recount  to  the  members  of 
the  committee  some  of  our  experiences  in  trying  to  maintain  even  the 
present  8-hour  day  that  has  been  enjoyed  by  our  organization  for  so 
many  years. 

When  the  hearings  were  held  on  the  construction  code  the  repre- 
sentatives of  the  building-trade  organizations  made  an  attempt  to 
have  embodied  in  the  code  the  wage  regulations,  so  far  as  wages  were 
concerned,  and  the  80-hour  week  as  provided  for  by  the  act.  We 
found  the  employers'  organizations  combating  any  attempt  that  we 
might  make  to  have  the  80-hour  week  provision  placed  in  the  con- 
struction codes.  When  these  codes  were  signed  we  found  they  con- 
tained a  provision  for  40  hours  a  week,  with  certain  exceptions  that 
would  make  it  possible  for  contractors  to  break  down  the  conditions 
enjoyed  and  established  by  the  organizations  for  a  great  many  years. 
These  codes  contained  certain  exceptions  that  made  it  possible,  if 
time  was  lost  due  to  inclement  weather  or  other  reasons  on  Monday 
or  Tuesday,  the  employer  could  demand  that  the  men  work  Saturday 
and  Sunday  to  make  lip  the  40  hours  per  week. 

Other  exceptions  provided  that  where  jobs  were  located  in  so- 
called  "  isolated  places  ",  application  could  be  made  and  permission 
granted  that  would  permit  the  working  of  48  hours  per  week.  We 
say  there  is  no  such  thing  in  this  country,  with  very  few  exceptions,  as 
aii  isolated  section.  Many  have  small  automobiles,  and  due  to  the 
great  amount  of  unemployment,  if  it  is  even  talked  about  there  being 
a  job  within  100  or  200  miles  of  the  place  where  the  building  me- 
chanics are  located,  three  or  four  of  them  can  jump  into  a  little 
broken-down  machine  ot  some  kind,  and  there  will  be  so  many  men  at 
the  job  that  conditions  will  arise  such  as  did  arise  in  the  construction 
of  the  Boulder  Dam,  where  provision  had  to  be  made  to  provide 
trucks  to  take  the  unemployed  workers  back  away  from  there.  They 
came  even  to  that  isolated  spot  to  secure  employment. 

Now,  a  sop  was  held  out  to  the  building-trades  workers  in  the 
hearings  on  these  construction  codes.  We  had  no  opportunity  and  no 
chance  from  the  start  to  establish  the  30-hour  week  provision  in  those 
codes,  nor  did  we  have  an  opportunity  to  establish  the  minimum  wage 
scale  for  skilled  mechanics,  the  minimum  wage  scale  that  now  prevails 
m  P.  W.  A.  operations.  Deputy  administrators  in  key  positions  and 
administrators  that  heard  the  construction  codes  gave  no  considera- 
tion to  the  demands  of  lalx>r,  and  when  these  codes  were  signed  not 
one  single  demand  of  labor  was  given  any  consideration. 

Immediately  after  the  codes  were  signed  the  deputy  administrators 
that  were  very  active  in  these  hearings  resigned  their  positions  and 
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were  established  as  executive  secretaries  by  the  different  contractors' 
associations  to  administer  the  codes. 

The  representatives  of  the  legal  department  sat  in  hearings  upon 
codes  affectmg  the  members  of  our  organization,  subdivisional  codes, 
and  where  the  subdivisions  of  the  industry  were  agreeable  to  estab- 
lishing a  shorter  workweek  with  a  minimum  wage  for  skilled  me- 
chanics, they  were  told  they  were  not  representative  and  that  nu 
consideration  was  given  to  those  codes,  and  they  were  led  to  believe 
and  were  told  that  unless  they  agreed  to  a  code  patterned  after  the 
master  code  of  the  construction  industry,  their  code  would  be  given 
no  consideration. 

There  was  a  provision  finally  inserted  there  as  a  sop,  making  it 
possible  to  establish  areal  agreements  for  the  purpose  of  establishing 
hours  and  wages  under  the  construction  codes  for  skilled  mechanics. 
Naturally,  the  membership,  the  unemployed  members  throughout 
the  country,  had  heard  the  National  Industrial  Recovery  Act  was 
going  to  increase  wages  and  decrease  the  hours  of  work,  and  when  we 
were  unable  to  have  the  30-hour  week  made  a  part  of  the  ccmstruction 
codes.  It  was  thought  best  to  take  advantage  of  that  provision  to 
establish  wages  and  hours  by  areal  agreements  signed  by  the  Presi- 
dent that  would  bind  all  employers  of  bricklayers  within  a  given  area 

Certain  stringent  provisions  were  thrown  around  the  establishment 
of  areal  agreements  by  the  legal  department,  presided  over  bv  Mr 
Richberg,  of  the  N.  R.  A. ;  but  in  New  York  City  our  organization 
was  able  to  satisfy  the  legal  department  that  they  were  representative 
within  that  area,  and  we  filed  an  agreement  arrived  at  by  collective 
bargaining,  setting  forth  a  wage  scale  of  $1.50  per  hour.  Tliat  ao^ree- 
ment  was  filed,  and  we  had  to  go  out  and  secure  statistics  showing 
that  we  represented  practically  every  bricklayer  within  that  area 
betore  the  agreement  was  given  any  consideration,  and  then  we  had 
to  relinquish  many  conditions  dear  to  the  workers  that  we  had  been 
able  to  establish  and  maintain  over  a  period  of  40  vears,  and  reduce 
our  wages  from  $13.20  to  $12  per  day,  in  order  to  "^secure  that  areal 
agreement. 

We  secured  the  areal  agreement,  and  we  were  told  by  the  leeal 
department  of  the  N.  R.  A.  that  when  that  agreement  was  signed  it 
was  binding  upon  all  employers  of  bricklayers  within  that  area, 
mat  was  the  hrst  areal  agreement  signed  under  the  construction 
codes.  After  several  months  the  Edison  Electric  Co.  started  to 
erect  a  building  in  Aew  1  ork  at  one  of  their  plants.  They  employed 
bricklayers  other  than  their  maintenance  men,  men  they  secured 
from  the  street,  at  $10  per  day,  $2  per  day  less  than  the  wage  pro- 
viOed  for  in  the  areal  agreement  signed  by  the  President. 

Complaint  was  made  to  the  compliance  board,  and  the  Edison  Co 
then  appealed  to  Mr.  Richberg's  legal  department,  and  the  legal 
department,  without  giving  any  consideration  to  how  it  affected  the 
workers  in  the  industry,  rendered  an  opinion  that  the  Edison  Co 
^^as  not  bound  by  the  provisions  of  the  areal  agreement  approved  by 

l'uJ7T^^''^:v.^^^  ^^'^^  ^^^-^  ''^"^'^  P^y  bricklayers  anything  they 
panted  to  in  their  construction  so  long  as  they  paid  at  least  40  cents 
P®^  "^ur,  which  was  the  minimum  wage  in  that  code 
We  were  told  that  agreement  was  predicated  upon  the  fact  that 

tr«.Hf  1  'i  '^''•i''  ^^^  masons-contractors^  divisional  code  was  a  con- 
iractual  dehnition  and  not  a  functional  definition. 
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Senator  Norris.  What  is  the  difference  between  those  two? 
Mr.  Bates.  Well,  Senator,  I  can't  tell  you.  You  will  have  to  find 
that  out  from  some  of  the  legal  minds.  But  I  want  to  tell  you  this: 
That  not  a  word  was  ever  said  at  any  public  hearing  by  the  repre- 
sentatives of  the  legal  department  that,  in  all  of  these  hearings,  the 
areal  agreement  would  not  be  binding  upon  all  employers  of  brick- 
layers within  the  area.  They  told  us  it  would  be  binding,  but  due  to 
the  fact  that  the  word  "  or  "  was  left  out  after  the  word  "  and  "  m  the 
definition  of  the  industry  in  the  code,  that  highly  technical  depart- 
ment decided  the  code  was  a  contractual  and  not  a  functional  code, 
and  only  bound  contractors  that  actually  worked  by  contract,  and 
that  an  owner  or  an  individual  could  employ  bricklayers  and  would 
not  be  bound  by  the  provisions  of  the  code  that  would  bind  the 
contractors 

Now,  since  that  date,  since  December,  we  have  requested  that  in  the 
<»odes  of  the  construction  industry,  nine  of  them,  that  have  been  inter- 
preted as  contractual  codes,  they  be  amended  so  they  will  be  func- 
tional codes,  and  to  this  date  we  have  not  been  able  to  secure  the 
desired  results.  That  position  of  the  legal  department  completely 
nullifies  any  attempt  of  our  organizations  under  the  construction 
codes  to  maintain  a  wage  scale  under  the  agreement  signed  by  the 
President,  because  anybody  can  evade  the  provisions  of  the  areal 
agreement  by  subcontracting  all  the  work  in  their  operations  out  to 
contractors  and  then  by  subterfuge  contend  they  are  employing  the 
bricklayers  direct. 

Senator  Norris.  I  still  do  not  quite  understand  the  difference  there. 
Mr.  Bates.  I  cannot  understand  it  myself.  Senator.    Our  attorneys 
contend  that  the  code  binds  everybody  in  the  industry,  but  no  matter 
what  our  attorneys  contend,  or  anybody  else  contends,  the  legal  de- 
partment of  the  N.  K.  A.  in  their  technical  rulings  decide  otherwise. 

Senator  Norris.  They  held,  as  I  understand  you,  that  these  codes 
are  contractual. 

Mr.  Bates.  That  is  right.  ' 

Senator  Norris.  Did  they  hold,  then,  that  if  they  were  functional 
thev  could  be  disregarded? 

Mr.  Bates.  No  ;  if  they  were  functional,  they  would  bind  everybody 
in  the  industry.  But  we  are  complaining  of  the  fact  that  the  legal 
department  stopped  there.  They  were  supposed,  I  take  it,  to  look 
after  the  interests  of  the  workers 'in  the  industry  as  well  as  the  indus- 
try. They  sat  in  the  hearings  on  these  codes  and  they  knew  at  that 
time  that  the  codes  were  contractual,  and  they  made  no  mention  of 
the  fact,  but  led  the  representatives  of  the  workers  in  the  industry  to 
believe  that  they  bound  everybody  within  the  industry. 

Senator  Norris.  Was  that  decision  based  on  those  two  words 
^  and  "  and  "  or  "  ? 

Mr.  Bates.  The  fact  that  the  word  "  or  "  was  left  out  after  the  word 
"  and  "  in  the  definition  of  the  code,  which  goes  along  and  describes 
the  industry. 

Senator  Norris.  And  their  decision,  as  I  understand  you,  meant 
that  if  the  word  "  or ''  had  been  inserted,  the  decision  would  have 
been  different? 

Mr.  Bates.  That  is  right ;  but  we  can't  get  that  word  inserted. 

Under  the  P.  W.  A.,  as  I  said  before,  we  find  in  many  localities 
even  now  they  are  working  two  shifts  of  6  hours  a  day.    With  the 


passage  of  this  enormous  appropriation  we  hardly  expect  that  there 
can  be  any  great  amount  of  employment  for  our  members  brought 
about  for  a  long  period — a  year  or  more. 

We  trust  that  the  committee  will  report  favorably  upon  this  bill, 
and  that  the  bill  will  be  passed.  I  don't  see  any  other  method 
whereby  men  can  be  placed  back  at  work  and  removed  from  the  relief 
rolls  except  to  shorten  the  workday  and  make  it  possible  for  the 
amount  of  work  available  to  be  divided  among  these  men  that  have 
been  unemployed  for  so  many  years. 

Now,  Senators,  I  want  to  close,  and  say  that  we  hope  our  mem- 
bers back  home  will  not  be  disappointed  by  this  Congress.  We  hope 
this  bill  will  be  passed,  and  we  don't  see  how  industry  can  object 
to  the  passage  of  this  bill,  unless  they  can  come  forward  and  advo- 
cate some  plan,  which  they  have  not  done  in  the  past,  to  make  it 
possible  for  these  11  or  12  million  unemployed  people  to  be  now 
placed  back  to  work. 

Senator  Austin.  Who  are  the  parties  to  this  regional  agreement? 
Mr.  Bates.  The  parties  to  the  agreement  were  our  several  organi- 
zations in  the  New  York  area,  about  eight  of  them,  and  all  the  con- 
tractors' associations  within  the  area,  with  the  exception  of  one  small 
contractors'  association  located  on  Long  Island,  that  objected  to  the 
area  agreement ;  but  all  the  large  contractors'  associations  were  in  it. 
Senator  Austin.  It  was  not  a  tripartite  agreement  between  the 
Government,  the  employers,  and  the  employees? 

Mr.  Bates.  Well,  it  was  to  a  certain  extent,  because  of  this  reason : 
The  first  agreement  that  was  filed  that  was  satisfactory  to  the  work- 
ers and  the  employers  was  filed  with  the  administration,  and  when 
the  public  hearing  was  held  they  bisected  and  added  to  and  changed 
it  so  that  you  couldn't  recognize  it.  They  didn't  even  permit  us  to 
enter  into  collective-bargaining  agreements  in  the  real  sense  of  the 
word.  They  told  us  that  that  condition  could  not  go  in  the  agree- 
ment. We  had  had  that  condition  for  40  years,  and  they  told  us 
that  would  have  to  be  taken  out  before  they  would  consider  it.  They 
said,  "  We  will  rewrite  that  section  for  you."  After  they  changed 
the  agreement  to  suit  the  legal  department  we  had  to  take  it  because 
of  the  fact  that  there  were  14,000  bricklayers  unemployed  over  there, 
and  they  were  eagerly  looking  forward  for  something  to  be  done  to 
maintain  and  establish  the  conditions  they  had  and  stop  the  con- 
tractors from  reducing  their  wages  from  time  to  time,  as  they  had 
been  doing. 

If  the  6-hour  day  was  to  be  established  in  New  York  tomorrow 
for  bricklayers,  they  would  only  receive  7%  cents  less  an  hour  now 
under  the  6-hour  day,  if  they  were  paid  the  same,  than  they  received 
under  the  8-hour  day  in  1929.  That  is  the  way  our  wages  have  been 
reduced. 

Senator  McCarran.  I  do  not  quite  understand  that  statement.  I 
should  like  to  have  you  clarify  it  a  little. 

Mr.  Bates.  The  wages  for  bricklayers  in  New  York  are  $12  now 
for  8  hours.  If  we  were  to  receive  $12  for  6  hours,  we  would  get 
now  just  7y2  cents  less  than  we  received  in  1929  for  8  hours.  We 
received  $15.40  for  8  hours  in  New  York  City  in  1929. 

Senator  Austin.  Where  you  have  the  30-hour  rule,  such  as  you 
referred  to  in  Massachusetts  and  California,  as  I  recall,  how  long 
has  that  been  tried  out? 
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Mr.  Bates.  It  is  in  effect  now  in  San  Francisco  in  the  building- 
trades  organizations.  They  have  a  6-hoiir  workday  established  by 
agreement  with  our  employers.  The  same  thing  holds  good  in 
Lawrence,  Mass. 

Senator  Austin.  Was  that  under  a  State  law  or  was  that  under  the 
N.  R.  A.? 

Mr.  Bates.  No,  sir.  It  was  just  an  agreement  arrived  at  between 
our  union  and  our  employers  to  establish  the  6-hour  day  so  that 
additional  men  could  be  placed  at  work. 

Senator  Austin.  That  was  a  purely  voluntary  arrangement? 

Mr.  Bates.  Voluntary. 

Senator  Austin.  It  has  been  operating  for  how  long? 

Mr.  Bates.  The  agreement  in  San  Francisco  has  been  in  effect 
since  last  summer.  The  agreement  in  Lawrence,  Mass.,  has  been  in 
effect  since  last  fall  sometime. 

Senator  Austin.  Can  you  tell  us  how  many  additional  employees 
were  taken  on  as  the  result  of  that  arrangement? 

Mr.  Bates.  Well,  I  couldn't  give  you  the  exact  number,  but  I 
was  in  San  Francisco  in  October  and  I  found  that  practically  all 
the  local  residents  of  San  Francisco  were  working,  due  to  the  fact 
that  there  were  repaid  being  made  on  schools  and  a  large  Govern- 
ment job  under  construction. 

Senator  Austin.  Under  that  arrangement  were  the  same  wages 
retained  or  was  there  an  increase  per  hour? 

Mr.  Bates.  There  was  an  increase  per  hour  in  Massachusetts,  to 
provide  the  same,  practically,  for  6  hours  that  the  men  received 
for  8.  In  San  Francisco  the  men  were  not  so  fortunate.  They 
sacrificed  some  wages  to  secure  the  6-hour  day. 

Senator  Austin.  In  j^our  opinion,  arc  those  agreements  working 
out  satisfactorily  to  the  employees? 

Mr.  Bates.  We  have  no  complaint  at  all.  We  hear  no  complaints 
from  employees  on  P.  W.  A.  jobs  where  they  are  working  6  hours 
a  day,  30  hours  per  week. 

Senator  Austin.  Do  you  know  whether  that  arrangement  has  had 
any  effect  upon  the  amount  of  general  work  in  the  vicinity,  after 
it  was  made? 

Mr.  Bates.  No;  I  do  not.  It  is  absolutely,  you  might  say,  no 
work  outside  of  the  work  finances  wholly  or  in  part  by  the  Govern- 
ment. 

Senator  Neely.  The  subcommittee  will  now  recess  until  2  o'clock 
this  afternoon,  at  which  time  I  am  assured  there  will  be  someone 
present  to  be  heard. 

(Whereupon,  at  11 :  10  a.  m.,  a  recess  was  taken  until  2  p.  m.  of  the 
same  day.) 

after  recess 

At  the  expiration  of  the  recess  the  subcommittee  reconvened,  Sen- 
ator Neely  presiding. 

Present :  Senators  Neely,  Hatch,  and  Austin. 

Senator  Neely.  The  committee  will  please  come  to  order.  Mr. 
Alifas,  you  may  proceed. 


STATEMENT  OF  N.  P.  AXIFAS,  PRESIDENT  DISTRICT  NO.  44,  AND 
NATIONAL  LEGISLATIVE  REPRESENTATIVE  OF  THE  INTERNA- 
TIONAL ASSOCIATION  OF  MACHINISTS 

Mr.  Alifas.  Mr.  Chairman  and  gentlemen,  I  have  been  requested 
to  appear  here  this  afternoon  in  behalf  of  our  association  in  support 
of  the  bill  introduced  by  Senator  Black,  S.  87.  What  I  mav  have 
to  say  about  the  bill  I  think  is  in  conformity  with  the  general  view- 
point of  our  association.  As  far  as  possible,  I  will  avoid  repeating 
what  Mr.  Green,  the  president  of  the  American  Federation  of  Labof, 
so  ably  presented  to  you  a  few  days  ago,  and  will  devote  my  remarks 
to  attempting  to  show  what  the  alternative  will  be  if  industry  suc- 
ceeds m  preventing  the  enactment  of  this  legislation  and  also  the 
social-security  legislation  that  is  pending  before  other  committees 
01  Congress. 

I  want  to  talk  on  the  alternative  as  being  perhaps  an  incentive  for 
them  not  to  block  this  legislation.  As  I  understand  this  legislation, 
it  has  for  its  purpose  the  absorption  of  about  three  and  a  half  million 
of  the  unemployed  by  dividing  up  the  work  which  is  now  being 
done  m  industry  and  also  to  prevent  a  reduction  of  the  earninl 
power  of  the  workers,  and  to  shorten  the  working  hours  to  6  hou^ 
per  day  and  5  days  per  week.  I  also  hope  it  will  mean  that  the  cost 
ot  living  will  not  be  increased  to  take  the  purchasing  power  away 
from  them,  because,  after  all,  their  earnings  do  not  mean  anything, 
except  what  they  can  buy  with  them.  ^        "=" 

The  theoi-y  also  is  that  the  enactment  of  this  legislation  by  putting 
a  large  number  of  unemployed  men  to  work,  will  reduce  ^tlie  com- 
petition  for  jobs,  and  thus  bolster  up  the  collective  bargaining  power 
of  labor,  and  by  that  means  the  power  of  the  employer  to  reduce 
wages  to  his  own  advantage  will  be  reduced  by  the  amount  of  addi- 
tional bargaining  power  which  the  bill  will  provide  for  the  em- 

I  want  to  say  to  begin  with  that  one  of  my  earlier  political  lessons 
was  that  capital  is  timid;  that  at  the  slightest  intimaion  of  danger 
It  goes  into  hiding  and  until  it  is  reassured  that  the  possible  danger 
has  been  remov;ed  it  remains  there.  That  has  been^intensified  re- 
cently during  the  last  year.  Industry  claims  that  it  was  afraid  to 
proceed  because  It  did  not  know  what  the  President's  program  was 
When  the  President  announced  his  program  it  was  claimed  that 
Uiey  were  still  fearful  because  they  did^not  know  what  Con^l* 
was  going  to  do.  More  recently  they  were  hesitating  about  staS 
up  business  because  they  were  afraid  of  what  the  "sSreme  Court 
would  do  about  the  gold  clause  in  the  bonds.  They  are  afraid  of 
organized  labor.  They  are  afraid  of  its  bargining  potv^r  and  I 
don't  think  they  propose  to  permanently  enter  into  collective  bir 
gaining  wUh  an  organization  as  effectiVe  and  powerful  as  is  the 
t!^ZT  ^«J??tr"  ?.f  Labor.  They  appear  to  want  a  tvt^  of  o^! 
Efv  "  «*'* '"''^little  bargaining  power,  something  that  is  in- 
effective, and  unless  they  can  get  that  they  hesitate  ind  exnress 
their  fear  about  operating  industry.  express 

re.l«lp./'ir  ''  *^^?f"«'-«l  claim  that  unless  the  antitrust  laws  are 
lejx^aled,  they  are  still  going  to  be  fearful,  and  will  not  be  able  to 
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operate.  I  am  pointing  out  those  things  because  unless  they  over- 
come their  fear  in  such  a  way  as  to  provide  a  living  for  the  Ameri- 
can people,  there  must  be  some  other  alternative,  some  other  way  of 
reheving  this  condition.  The  reason  I  point  that  out  is  because  as  a 
mechanic  the  proposition  was  always  confronting  me  that  if  I  did 
not  do  my  job  properly  I  would  be  fired.  The  employers  invented 
that  threat,  and  they  should  not  object  if  we  should  intimate  that 
unless  they  do  their  job  of  providing  employment  and  a  living  for 
the  American  workers,  an  alternative  may  be  adopted  whereby  em- 
ployers will  lose  their  jobs. 

We  know  also  that  Government  has  been  organized  for  the  ])urpose 
of  protecting  the  people  against  certain  types  of  robust  individualism 
which  takes  the  form  of  organized  brigandage  and  other  forms  of 
organized  robbery,  and  that  when  the  scene  changes  in  such  a  way 
that  people  are  being  exploited,  by  peaceful  methods,  to  be  sure,  but 
by  equally  effective  methods,  our  Government  must  do  something  to 
prevent  this  exploitation  of  the  people. 

I  want  to  say  that  I  was  heartened  a  few  days  ago  by  a  radio 
address  by  Senator  Wheeler  in  which  he  advocated  the  Government 
operation  of  the  railroads.  A  distinguished  member  of  this  com- 
mittee, Senator  Norris,  has  constantly  advocated  Government  opera- 
tion of  electric  power.  Our  Government  has  been  in  many  types  of 
business.  We  construct  our  own  battleships  and  manufacture  war 
materials.  We  print  our  currency.  We  run  a  Government  Printing 
Office.  We  run  a  Bureau  of  Standards,  which  is  a  highly  technical 
institution.  We  dig  canals.  We  operate  a  Post  Office  Department. 
We  build  roads.  We  operate  a  public-school  system,  and  engage 
in  various  other  kinds  of  Government  business  activities. 

I  would  like  to  say  to  the  committee  that  the  plan  I  am  goino-  to 
suggest  was  prepared  by  me  on  April  3,  1933.  While  I  did  not*^ in- 
tend to  do  anything  with  it  at  the  time,  I  just  prepared  it  to  have 
something  on  hand  in  case  it  became  necessary.  At  that  time,  you 
will  recall,  we  almost  had  an  economic  debacle  in  this  country,  and 
I  felt  that  some  suggestion  ought  to  be  made  as  to  what  ought  to  be 
done.  I  presented  this  plan  to  the  White  House  and  the  Depart- 
ment of  Labor.  I  am  not  going  to  say  that  anybodv  read  it,  but  I 
did  my  best  in  presenting  it  and  said  nothing  more  about  it. 

A  few  weeks  ago  I  had  the  pleasure  of  listening  to  an  address  by 
the  Hon.  Donald  R.  Richberg  at  the  Shoreham  Hotel,  in  which  he 
was  outlining  the  efficacy  of  the  N.  R.  A.  and  his  opposition  to  the 
Government  going  into  business.  I  cannot  quote  him  directly,  but 
as  clearly  as  I  can  recall  he  stated  in  effect  that,  of  course,  if  we 
were  to  adopt  a  national  planning  scheme  in  industry  to  be  operated 
by  the  Government  the  problem  would  be  comparatively  simple. 
Just  for  a  few  moments  I  want  to  explain  to  the  committee  how 
realljr  simple  it  is.  The  only  thing  that  is  not  simple  about  it  is  that 
it  will  be  necessary  to  convince  a  lot  of  men  who  during  all  their 
lifetime  have  been  thinking  in  terms  of  robust  individualism  as  the 
only  effective  way  of  doing  business  in  the  United  States. 

Up  to  date  the  old  conventional  methods  of  stimulating  business 
and  restoring  prosperity  have  failed.  Private  enterprise  has  been 
unable  to  find  a  large  market  for  its  goods:  and  individual  employers 
and  corporations  have  been  unwilling  to  risk  their  capital  in  produc- 
ing goods  for  which  there  was  no  purchasing  power. 


Ihere  are  approximately  210,000  individual  manufacturing  plants 
in  the  United  States,  which  depend  upon  purchasing  power  generated 
elsewhere  for  the  sale  of  their  goods.  Inasmuch  as  each  one  is  wait- 
ing for  the  other  to  start  his  plant,  due  to  fear  of  each  one  of  losing 
his  capital,  the  industrial  machine  has  become  ''  stalled  " ;  and  be- 
sides, it  would  appear  that  under  our  system  of  industry,  each  in- 
dustry operating  independently  of  the  other,  it  does  not  generate 
the  necessary  purchasing  power  to  perpetuate  itself;  but  must  rely 
upon  a  large  reservoir  of  purchasing  power  existing  outside  of  its 
own  regime,  upon  which  it  might  feed  for  a  time  until  this  ex- 
traneous purchasing  power  has  been  absorbed,  and  finally  become 
the  property  of  the  owners  and  operators  of  industry  collectivelv. 

In  1929  the  total  business  of  the  United  States  amounted  to  ap- 
proximately $85,000,000,000.  The  current  rate  of  business  in  the 
United  States  has  now  dropped  to  $38,000,000,000,  a  loss  in  purchas- 
ing power  of  the  American  people  of  $47,000,000,000. 

With  business  aggregating  $85,000,000,000,  industry  was  by  no 
means  operating  at  full  capacity.  It  is,  therefore,  conceivable  that 
if  all  business  could  be  started  up  at  once,  thereby  creating  purchas- 
ing power  for  the  mutual  exchange  of  goods,  an  aggregate  of  pur- 
chasing power  could  be  developed  ranging  anywhere  from  100  billion 
to  125  billion  dollars  per  year,  without  speeding  up  the  wage  earners 
but  merely  putting  on  additional  workers.  It  must  be  remembered 
that  m  1929  we  had  an  unemployment  population  of  about  3,000,000 ; 
and  since  that  time  2,000,000  young  people  have  arrived  at  maturity 
annually  who  should  have  an  opportunity  to  enter  industry  and  pro- 
vide themselves  with  a  livelihood. 

As  stated  above  there  are  approximately  210,000  manufacturing 
plants  in  the  United  States,  each  one  of  which  has  a  nucleus  of  em- 
ployees upon  their  employment  eligible  lists  skilled  in  producing  the 
articles  which  the  factory  turns  out,  and  capable  of  stepping  into 
the  factory  and  turning  out  a  perfect  product,  and  at  the  highest  pro- 
duction capacity  which  the  factory  has  heretofore  attained.  It  is 
also  reasonable  to  suppose  that  each  of  these  factories  has  a  sufficient 
amount  of  surplus  skill,  to  enable  each  factory  to  absorb  its  propor- 
tional share  of  the  unemployed,  including  the  6,000,000  voung  people 
who  have  reached  the  age  of  maturity  since  1929,  and  who  should  be 
provided  employment.  When  we  speak  of  employees  capable  of 
turning  out  in  perfect  condition  the  product  of  these  factories,  we 
include  the  foremen,  superintendents,  and  managers  who  understand 
the  technique  of  the  business. 

During  the  period  of  the  war  our  Government  commandeered  the 
railroads  and  operated  them.  This  provided  a  superior  degree  of 
efficiency  compared  to  the  manner  in  which  the  individual  railroad 
companies  would  have  operated  them  for  the  purposes  of  the  large- 
scale  operations  made  necessary  by  the  war.  The  United  States  Gov- 
ernment had  only  one  objective,  that  of  service  to  the  country.  The 
private  owners,  each  one  operating  independently,  would  have  been 
influenced  by  considerations  of  profits  and  personal  ambitions,  thus 
"  throwing  the  proverbial  monkey  wrench  "  into  the  machinery. 

Since  March  4  Congress  authorized  the  bank  holiday,  thus  com- 
mandeering temporarily  the  property  of  the  bankers  "^and  the  de- 
positors, and  depriving  them,  tor  the  general  good  of  the  country,  of 
the  use  of  this  property. 
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There  is  no  essential  difference  on  the  one  hand,  between  charffinff 
an  American  citizen,  who  has  turned  his  property  into  ffold  and  is 
hoarding  that  gold,  with  interfering  with  the  general  public  welfare 
and  on  the  other  hand  making  the  same  charge  against  the  individual 
who  owns  a  factory  and  refuses  to  operate  it  for  fear  of  losing  money 
thereby;  and  who  in  effect  is  a  "hoarder  "  of  a  species  of  property, 
the  use  of  which  is  essential  to  the  general  public  welfare 

In  view  of  the  above  considerations  among  other  things,  the  Fresi- 
dent  of  the  United  States  should  recommend  to  Congress  a  bill  which 
the  Congress  of  the  United  States  would  be  justified  in  enacting,  au- 
thorizing the  Pr^ident  with  the  aid  of  a  public-works  organization, 
to  commandeer  all  industry  necessary  for  the  production  and  distri- 
bution of  the  wants  of  the  people,  for  the  duration  of  the  depression. 

Ihe  owners  should  be  compensated  at  the  current  rate  of  returns 
upon  money,  which  is  about  2  percent,  based  upon  the  physical 
valuation  of  their  properties.  This  valuation  should  not  be  made 
prior  to  the  (jovernment  taking  charge,  but  should  be  determined 
as  speedily  as  possible  during  the  course  of  the  Government's  opera- 
tion.  * 

Some  department  of  the  Government,  such  as  the  Commerce 
l>epartment,  should  immediately  make  a  rough  estimate  of  the 
quantity,  required  for  1  year  by  the  American  people,  of  each 
article  m  commercial  use.  An  ordinary  mail-order  catalogue  would 
disclose  about  10,000  of  such  articles.    ^ 

A  census  should  be  taken  of  all  the  manufacturing  plants,  coal 
mines,  metalliferous  mines,  oil  fields,  and  other  production  units 
with  a  view  to  determine  their  respective  capacities.  After  deter- 
mining  the  total  quantity  of  each  article  needed  by  the  American 
people  for  1  year,  the  establishments  suitable  for  turning  out  these 
articles  should  be  given  a  work  order  of  a  size  in  proportion  to 
their  capacity,  and  directed  to  call  in  their  working  forces  and  start 
on  their  years'  production. 

Employees  should  be  paid  off  in  commodity  dollars,  redeemable 
only  m  the  goods  turned  out  by  the  Government;  and  possibly  it 
should  be  stipulated  that  the  commodity  dollars  must  be  spent  within 
1  year  m  order  to  induce  the  redemption  of  them  in  goods,  thus 
making  the  goods  move. 

Senator  Neely.  What  do  you  mean  by  "  redemption  in  goods  ?  " 

Mr.  Alifas.  It  means  that  they  must  spend  the  money  within  1 
year.  He  could  accumulate  1  year's  wages,  but  under  this  plan  he 
would  have  to  spend  the  rest  of  it  in  order  to  make  the  goods  move. 

A  httle  later,  as  experience  discloses  the  feasibility,  a  certain 
proportion  of  wages  could  be  permitted  to  be  withheld  from  circu- 
lation for  the  building  of  homes  or  providing  for  the  proverbial 
rainy  day. 

To  start  with,  all  employees  could  be  offered  the  prevailing  rate 
of  wages  which  they  received  when  they  last  worked.  Commodity 
dollars,  which  are  redeemable  in  goods  owned  by  the  Government, 
would  be  as  valuable  for  purchasing  power  as  money  which  is  backed 
by  gold.  The  principal  reason  we  must  have  gold  or  some  other 
previous  substance  as  a  basis  for  our  currency  at  the  present  time, 
is  that  gold  or  silver  is  about  the  only  substance  which  has  intrinsic 
value,  which  the  Federal  Government  can  consistently  own,  so  long  as 
the  Government  is  restrained  from  going  into  business.     If  our 


Government  enlarged  its  possessions  to  include  other  things,  such 
as  food,  clothing,  and  other  things  which  people  purchase,  an  evi- 
dence of  debt  in  the  form  of  commodity  dollars,  would  serve  identi- 
cally the  same  purpose  as  our  present  money;  and  our  present 
money  could  be  reserved  for  foreign  trade ;  and  for  bridging  the  gap 
between  the  two  methods  of  operating  industry. 

The  writer  would  exclude  farming,  the  newspaper  business,  the 
radio,  and  all  amusements  such  as  the  moving-picture  industry, 
baseball,  football,  and  so  forth,  from  this  governmental  operated 
system  of  industry.  The  farmers  are  substantially  the  only  large 
group  of  individual  producers  in  the  United  States,  and  need  not 
be  restrained  from  profiteering.  The  newspapers,  the  radio,  and 
the  movmg-picture  industry  should  be  privately  operated  in  the 
interest  of  free  speex^h,  and  to  preesrve  the  political  liberty  of  the 
people. 

The  farm  problem  could  be  handled  to  the  tremendous  advantage 
of  the  farmers  in  the  following  manner.  An  estimate  could  be  made 
of  the  contribution  which  farmers  as  a  whole  make  to  our  civiliza- 
tion, corresponding  to  the  value  of  the  service  of  wage  earners  in 
industry.  Inasmuch  as  the  industrial  workers  would  not  be  paid  in 
accordance  with  the  law  of  supply  and  demand,  but  would  receive 
a  wage  in  proportion  to  the  average  productivity  of  the  country 
(taking  into  consideration  his  individual  contribution  thereto),  the 
farmer  would  likewise  receive  his  just  share  of  the  efficiency  of  this 
system  of  industry. 

It  is  easily  conceivable  that  while  a  farmer  may  at  the  present  time 
receive  less  than  $0.50  per  bushel  for  wheat  (considering  only  one 
commodity),  it  could  be  logically  determined  that  under  the  new 
system,  he  should  receive  $1  per  bushel  for  wheat.  Similar  increases 
in  prices  could  be  provided  for  other  farm  products. 

If  increasing  the  prices  were  the  only  action  taken,  the  result 
might  be  a  vast  overproduction,  in  case  each  fanner  determined  to 
make  all  the  money  he  could.  This  would  glut  the  market  with 
unusable  goods.  In  order  to  prevent  this,  an  estimate  could  be 
made  of  the  total  quantity  of  each  farm  product  required  by  the 
United  States  for  1  year.  This  would  show  what  proportion  of 
last  year's  output  would  be  required.  It  might  be  more  or  it  might 
be  less.  For  the  sake  of  simplicity  let  us  assume  that  the  amount 
required  was  exactly  the  same  amount  as  produced  last  year.  Farmer 
Brown,  for  instance,  sold  1,000  bushels  of  wheat  last  year  at  $0.50  per 
bushel.  He  should  be  entitled  to  sell  the  Government  1,000  bushels 
of  wheat  at  $1  per  bushel  under  this  plan.  If  he  produced  more 
wheat  than  that,  the  price  he  would  receive,  should  be  sufficiently 
less  than  $1  per  bushel,  to  discourage  overproduction. 

There  doubtless  is  available  information  throughout  the  United 
States  to  show  approximately  how  much  each  farmer  sold  last  year. 
If  the  information  is  not  available  in  detail,  it  could  be  approxi- 
mated; and  thus  furnish  a  basis  for  parcelling  out  to  the  farmers 
the  amount  of  farm  products  which  the  Government  would  purchase 
from  each  of  them  in  a  given  period.  If  the  farmer  wanted  to  change 
his  crops,  he  could  be  given  the  option  of  changing  one  class  of 
crop  for  another  of  equal  value.  If  the  prices  of  the  different  classes 
of  farm  products  were  determined  equitably,  the  law  of  averages 
should  make  this  workable  in  such  a  way  as  not  to  have  too  great 
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a  surplus  in  any  one  commodity,  and  still  leave  the  farmer  the 
hiT^     k ^  ^^^®'  ^  ^^^  ^^  ^^"^^  consider  a  personal  privilege  of 

Tlie  farmer,  like  the  industrial  worker,  should  be  paid  off  in  com- 
modity  dollars  of  equal  value  with  the  wage  earners,  and  redeemable 
only  in  goods  produced  by  this  governmental  system.  The  products 
ol  industry  could  be  made  the  same  as  they  are  at  pr^ent :  if 
trade-marked  articles  were  duplicated  as  nearly  as  possible:  knd 
there  should  be  no  difficulty  about  assuring  all  purchasers  that  they 
were  receiving  first-class  goods,  of  the  kind  which  their  individual 
tastes  demand. 

Existing  supplies  such  as  food,  clothing,  household  necessities,  raw 
materials  such  as  steel,  building  material,  machinery,  and  equipment, 
now  for  sale  and  use  in  various  lines  of  business,  should  be  likewise 
commandeered  and  used  m  redeeming  the  commodity  dollars  which 
employees  receive  for  their  services,  until  such  time  as  the  Federal 
Crovernment  could  make  its  own  supplies  available.  The  original 
owners  of  these  supplies,  would,  of  course,  be  compensated  by  pay- 
ment  in  money  or  commodity  dollars  of  equivalent  value. 

Uutil  this  production  system  could  get  under  way,  present  legal 
tender  would  also  be  usable  for  the  purchose  of  the  same  croods 
which  are  redeemable  in  ^commodity  dolla.rs.  The  sale  of  ''such 
goods  for  "money"  would  furnish  a  reservoir  of  funds  for  the 
Gmrernment  to  use  in  its  industrial  operations,  where  it  would  be 
dilhcult  or  inconvenient  to  do  the  financing  exclusively  with  com- 
modity dollars. 

In  cases  where  farmers  were  carrying  mortgages,  and  assuming 
that  the  baking  system  was  likewise  commandeered  by  the  Govern- 
ment, a  certain  proportion  of  payments  made  to  the  farmer  for  his 
product  could  be  applied  to  liquidate  his  mortgage. 

In  the  event  that  the  original  wages  set  for  the  wage  earners  in 
industry  was  too  low  to  enable  them  to  buy  a  sufficient  proportion 
1  .^^^  ,P^o^"^<^  of  the  country  so  that  there  would  be  a  huge  un- 
claimed surplus,  this  dilemma  could  readily  be  corrected  by  declar- 
ing, periodically,  a  national  dividend  to  all  who  participated  in 
industry,  much  the  same  as  the  extra  dividend  is  declared  at  the 
present  time  by  industrial  corporations  who  have  a  good  business 
year.  The  surplus  could  also  be  disposed  of  by  reducing  the  prices 
in  such  a  way  that  commodity  dollars  already  received  could  pur- 
chase more  goods;  or  the  surplus  could  be  used  in  national  under- 
takings in  which  the  entire  people  benefit,  such  as  good  roads,  public 
buildings,  building  a  large  navy,  and  so  forth. 

In  other  words,  taxation  could  be  eliminated  altogether,  and  what 
IS  now  performed  with  taxpayers'  money  would  be  performed  out 
of  the  surplus  created  by  the  governmental-operated  industry. 

In  order  to  make  this  plan  work  successfully  it  would  be  neces- 
sary to  make  it  very  nearly  all-inclusive,  in  order  that  private  indi- 
viduals should  not  seize  an  opportunity  to  profiteer  by  creating  for 
themselves  a  "  corner  "  in  some  service. 

The  railroads,  likewise  commandeered  under  this  plan,  should 
have  little  difficulty  in  making  ends  meet  from  the  viewpoint  of 
present  standards  of  wages  and  income  of  the  original  owners.  They 
are  in  hard  straits  now  because  they  have  the  hauling  of  their  share 


only  of  $38,000,000,000  worth  of  business.  If  the  total  output  were 
increased  to  $100,000,000,000  or  $125,000,000,000,  the  materials 
moved  would  have  to  be  handled  largely  by  the  railroads.  It  should 
be  possible  to  put  the  employees  on  a  5-day  week,  a  6-hour  day,  and 
pay  the  enlarged  personnel  substantially  more  than  they  are  now 
receiving. 

(  This  plan  would  likewise  provide  a  living  for  that  element  of 
^ur  population  that  has  been  living  on  profits  or  unearned  incomes, 
and  is  not  accustomed  to  work.  The  owners  of  factories  in  industry 
would  receive  their  2  percent  (or  whatever  it  amounts  to)  on  the 
physical  value  of  their  property ;  so  that  the  holders  of  bonds  and 
stocks  would  not  be  obliged  to  go  to  work  or  to  perform  any  services 
whatever;  and,  therefore,  they  should  have  no  serious  objection  to 
the  rental  of  their  property  to  the  Government. 

In  the  working  out  of  this  plan  every  American  citizen  doubtless 
could  be  provided  an  activity  proportional  to  his  skill  and  attain- 
ments. We  would-  need  hundreds  of  thousands  of  engineers,  tech- 
nicians of  all  kinds,  scientists,  industrial  managers,  efficiency  experts, 
and  so  forth;  and  doubtless  many  citizens  would  prefer  to  render 
such  "  personal  services  "  as  the  increased  purchasing  power  of  the 
wage  earners  and  farmers  would  provide. 

With  the  generation  of  so  vast  a  productivity  as  herein  suggested, 
It  would  be  entirely  practicable  for  the  entire  national  debt  of 
$22,000,000,000  to  be  paid  off  in  1  year.  It  would  be  possible  out  of 
this  vast  surplus  to  provide  pensions  for  the  aged;  more  adequate 
schooling  for  our  young  people,  both  academic  and  industrial ;  pro- 
vide an  all-inclusive  public-health  service;  and  provide  for  persons 
who  might  be  either  temporarily  or  permanently  unable  to  provide 
for  themselves,  regardless  of  their  age. 

This  plan  of  industry  will  provide  the  greatest  amount  of  indi- 
vidual liberty  the  American  people  have  ever  enjoyed.  The  natural 
desire  of  people  to  make  a  living  is  a  sufficient  inducement  to  cause 
them  to  go  to  work  without  compulsion.  Nothing  in  this  plan  re- 
motely  interferes  with  anyone's  religious  convictions  or  political 
freedom;  and,  furthermore,  it  removes  the  gaunt  spectre  of  want, 
which  is  more  responsible  than  anything  else  for  crime  and  various 
schemes  extant  for  oppressing  our  fellow  men. 

All  that  would  be  required  to  put  this  plan  into  effect  and  thereby 
restore  employment  to  everybody  who  wants  to  work  within  6 
months  is  to  convince  the  President  and  a  majority  of  Congress 
that  some  such  plan  should  be  adopted. 

Every  Member  of  Congress  and  every  Senator  must  realize  that 
his  pohtical  future  is  in  jeopardy  if  the  unemployment  problem  is 
not  solved,  at  least  in  some  measure,  prior  to  the  next  general  elec- 
tion. On  the  basis  of  the  12,000,000  unemployed,  there  is  in  every 
congressional  district  an  average  of  27,500  unemployed.  Consider- 
ing the  fact  that  only  40  percent  of  our  123,000,000  population  are 
wage  earners,  it  shows  that  for  every  wage  earner  there  are  2i^ 
persons  who  receive  support.  This  would  mean  an  average  of  ap- 
proximately 69,000  in  every  congressional  district  who  are  on  the 
verge  of  want.  It  would  be  worth  any  stateman's  while  to  give 
careful  heed  to,  and  to  agree  to  a  plan,  which  would  provide  for 
these  people,  even  though  a  small  percentage  of  the  population  will 
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be  deprived  temporarily  of  the  privileges  of  exploiting  their  respec- 
tive publics  for  their  own  personal  benefit. 

Opponents  of  this  plan  might  claim  that  the  same  ends  could 
be  achieved  if  private  enterprise  were  aided  by  the  Federal  Govern- 
ment in  such  a  way  that  the  owners  and  operatoi-s  of  industry  would 
be  permitted  to  operate  their  respective  plants  fior  profit,  as  at 
present;  but  this  would  permit  them  to  avail  themselves  of  the  law 
of  supply  and  demand  in  hiring  labor  and  selling  goods.  That  is, 
employing  labor  cheaply,  according  to  present  competitive  methods, 
on  the  one  hand,  and,  on  the  other  hand,  selling  the  goods  at  ate 
"  high  a  price  as  the  traffic  will  bear  ",  according  to  present  methods. 
It  will  readily  be  seen,  however,  that  under  such  a  private  enter- 
prise plan  there  would  result  a  vast  accumulation  of  surplus  product 
in  the  hands  of  the  owners  and  operators  of  industry,  and  for  which 
there  would  be  no  purchasers;  and  as  a  consequence  the  general 
wage-earning  public  then,  as  now,  would  starve  in  the  midst  of 
plenty. 

Therefore,  it  would  appear  that  as  an  essential  to  a  vast  scheme 
of  production  a  distribution  must  take  place  which  will  result  in 
the  purchase  of  the  productivity  of  labor,  instead  of  in  acconiance 
with  the  law  of  supply  and  demand,  which  in  its  last  analysis  means 
that  the  wage  earner  will  be  compelled  to  work  for  far  less,  due  to 
his  dire  necessity,  than  the  estimated  value  of  his  contribution  to 
the  scheme  of  production. 

Under  this  proposed  plan  and  out  of  the  vast  surplus  produced 
can  be  employed  a  large  force  in  building  construction.  Suitable 
factories  can  be  erected  in  small  towns  and  villages  in  order  to  ])ro- 
vide  employment  in  the  localities  where  the  people  actually  live  in 
order  to  avoid  large  shifts  in  the  population. 

Under  the  present  scheme  of  industrialism,  workmen  of  middle 
age  are  barred  from  industry.  Even  tliough  so-called  "  prosperity  " 
should  return  under  the  old  regime  of  private  industrial  enterprise, 
there  appears  nothing  in  the  offing  to  guarantee  that  this  class  of 
American  citizen  will  ever  l)e  systematically  inducted  into  industry. 
Our  Federal  Government,  however,  having  the  interests  of  all  cit- 
izens at  heart,  could  lift  this  bar  to  employment,  and  thereby  vastly 
increase  the  productivity  of  the  country  and  raise  the  general  stand- 
ard of  living  by  the  quantities  of  goods  thereby  produced. 

With  so  vast  an  amount  of  purchasing  power  in  the  hands  of 
the  people,  it  would  be  necessary  to  curb  the  landlords  to  prevent 
profiteering  on  the  part  of  that  element  of  the  population.  If  no 
better  way  could  be  found  to  curb  their  profiteering,  the  present 
rentals  could  be  accepted  as  the  status  quo;  and  the  taxing  power 
of  the  Government  could  be  invoked  to  absorb  all  increases  in  rentals 
above  this  level.  On  the  other  hand,  if  tlie  present  rentals  should 
be  regarded  as  too  high,  a  tax  could  be  levied  of  say  25  percent  in 
all  cases  where  landlords  were  unable  to  prove  that  they  had  re- 
duced rentals  25  percent. 

In  any  scheme  of  mass  production  of  goods  it  is  essential  that 
the  public  should  be  educated  up  to  the  point  of  desiring  those  ])ar- 
ticular  kinds  of  goods.  In  the  event  that  under  the  proposed  plan, 
goods  were  not  being  sold  at  the  desired  rate  of  speed,  newspaper 
and  radio  advertising  could  be  invoked  by  Government  salesmen  of 
outstanding  ability,  who  now  seem  to  understand  how  to  whet  the 


appetites  of  the  public  for  certain  classes  of  goods.  In  other  words, 
men  who  know  how  to  create  desire  in  large-scale  operations  could 
be  empjoyed  to  stimulate  sales  and  popularize  the  Government's 
industrial  activities.  On  the  other  hand,  if  goods  were  moving  suf- 
ficiently fast,  the  high-pressure  salesmanship  could  be  temporarily 
withdrawn,  and  thus  an  instrument  is  available  to  act  as  a  '' gov- 
ernor "  whereby  production  and  distribution  would  be  balanced  as 
to  quantity  of  goods  produced  and  sold. 

Under  our  present  competitive  methods  of  operating  business, 
supermen  are  required  to  handle  large  businesses,  due  to  the  fact 
that  a  large  part  of  their  energy  is  dissipated  in  combating  other 
men  of  approximately  equal  ability,  in  carrying  out  their  common 
desire  of  securing  as  large  a  part  of  the  market  for  their  industrial 
enterprise  as  possible.  Under  the  proposed  plan,  men  of  great 
ability  would  likewise  be  required,  but  their  energies  would  not 
be  dissipated  in  fighting  one  another;  and  on  most  managerial  jobs 
men  of  medium  ability  would  quality  due  to  the  elimination  of 
competitive  opposition  and  interference. 

In  other  words,  under  the  proposed  plan  salaries  ranging  from 
$100,000  to  several  million  dollars  per  year  would  doubtless  become 
a  thing  of  the  past;  and  on  the  other  hand,  executive  jobs  draw- 
ing from  $10,000  to  $25,000  would  doubtless  become  far  more  numer- 
ous than  at  present. 

In  times  of  war  citizens  are  drafted  for  military  service,  in  case 
it  is  felt  that  the  promptings  of  patriotism  will  not  net  an  armed 
force  of  sufficient  strength  to  meet  war  requirements.  In  other 
words,  human  lives  are  commandeered  for  the  national  welfare. 

Similarly  (unless  life  is  considered  less  important  than  property), 
in  times  of  peace  and  national  emergency,  property  should  he  com- 
mandeered for  the  general  welfare  in  cases,  like  the  present,  when 
there  is  a  deficiency  of  peace-time  patriotism  sufficient  to  restrain 
the  owners  and  operators  of  industry,  from  sacrificing,  not  their 
lives  but  their  production  property  in  the  general  public  interest, 
even  though  tliese  favorite  citizens  may  temporarily  be  obliged  to 
forego  the  lure  of  large  profits  and  easy  money. 

Similarly,  statesmen  who  in  times  of  war  would  not  hesitate  to 
draft  an  army  to  defend  the  country,  should  in  times  of  peace  be 
willing  to  draft  industry  for  the  general  welfare,  even  though  their 
own  political  futures  might  be  jeopardized  by  the  enmities  of  power- 
ful leaders  of  organized  business  loath  to  relinquish  their  perquisites. 

However,  if  a  plan  such  as  herein  outlined  resulted  in  restoring 
prosprity  to  our  people,  the  public  officials  who  had  the  courage  to 
put  it  into  effect,  would  have  bestowed  upon  them  the  everlasting 
gratitude  and  united  support  of  a  sorely  afflicted  people. 

In  times  of  war  we  do  not  merely  announce  to  the  public  that  war 
has  been  declared,  and  then  suggest  that  citizens  or  groups  of  citizens 
provide  themselves  with  guns,  war  vessels,  aircraft,  and  chemicals, 
and  prosecute  the  war  as  individuals  without  governmental  direction. 
No  I  We  regard  the  carrying  on  of  war  as  a  governmental  function. 
Yet  when  our  privately-operated  industrial  machine  breaks  down 
and  chaos  is  in  the  offing,  with  an  economic  debacle  a  strong  possi- 
bility, we  still  persist  in  relying  upon  the  inadequate  powers  of 
robust  individualism  "  and  sturdy  self  reliance  in  place  of  united 
Governmental  action,  to  fight  the  war  on  the  depression. 
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Our  Federal  Government  has  made  a  success  of  operating  the 
postal  system,  maintaining  public  schools,  building  highways,  dig- 
ging canals,  building  naval  vessels  and  producing  war  materials, 
operating  high-class  experimental  stations  like  the  Bureau  of  Stand- 
ards, manufacturing  money,  and  performing  a  variety  of  other 
intricate  business  activities.  Why  should  we  hesitate  to  embark 
upon  this  enlarged  activity,  regarding  which  success  is  almost  a 
foregone  conclusion? 

If  responsible  Government  oiSicials  decide  temporarily  to  conduct 
"  the  business  of  making  a  living  for  the  people  "  through  govern- 
mental operation  of  essential  businesses,  our  captains  of  industry, 
finance,  and  commerce,  who  have  failed  in  their  task  of  operating 
business,  have  no  just  complaint,  even  though  their  customary  "  rake- 
off  "  through  "  toll-gate  "  and  "  private-taxing-power  "  methods  is 
temporarily  withheld.  No  citizen  has  any  inalienable  right  to  the 
trade  or  patronage  of  his  fellow  citizens. 

The  evolution  of  business  from  individualistic  production,  crafts- 
manship, and  hard  labor,  to  mass  production  with  increasing  labor- 
saving  machinery  and  processes,  has  progressively  changed  the  mode 
of  existence  in  the  United  States  during  the  last  100  years,  to  such 
an  extent  that  our  present  methods  of  production  cannot  be  regarded 
as  one  of  our  national  institutions,  which,  regardless  of  consequences, 
must  be  preserved  intact,  like  our  form  of  government. 

The  plan  herein  discussed  is  regarded  legal.  It  does  not  require 
any  change  in  the  Constitution.  While  it  would  change  our  national 
business  relationships,  and  substitute  "  service  to  the  public  "  for 
''  individual  gain  at  the  expense  of  the  public  ",  there  is  nothing  in- 
volved which  appears  inconsistent  with  the  highest  and  noblest  of 
our  national  traditions  and  ideals.  • 

Inasmuch  as  measures  taken  to  date  to  relieve  unemployment  are 
not  designed  to  restore  the  12,000,000  unemployed  to  their  jobs  within 
a  few  months,  but  are  expected  to  correct  existing  economic  abuses, 
in  the  hope  that  ultimately,  in  the  course  of  a  few  years,  the  number 
of  unemployed  will  be  materially  reduced,  in  accordance  with 
alleged  sound  existing  business  practices,  it  would  seem  that  our 
public-spirited  American  officials  and  citizens  should  be  willing  to 
take  a  chance  on  something  new ;  since  it  appears  quite  evident  that 
only  something  which  is  different  from  what  has  been  attempted 
before,  and  on  a  vaster  scale,  will  meet  the  situation. 
-    Senator  Neely.  Are  there  any  questions? 

Senator  Hatch.  Do  you  think  the  things  you  have  been  submit- 
ting to  the  committee  are  necessary  to  make  the  30-hour  week  a  prac- 
ticable proposition  ? 

Mr.  Alifas.  In  answer  to  that,  Senator,  I  would  say  that  industry 
at  the  present  time  is  resisting  the  enactment  of  the  30-hour-week 
legislation,  and  like  many  people  when  they  don't  want  to  do  some- 
tiling  they  spend  their  time  finding  reasons  why  they  can't  do  it. 
Then  after  legislation  has  been  enacted  they  devote  their  time  to 
trying  to  carry  out  the  purposes  of  it  until  they  find  they  can  do  it. 
Industry  naturally  does  not  want  Government  operation  of  industry. 
I  am  addressing  myself  to  this  proposition  as  an  alternative,  not  only 
to  the  committee  or  to  the  Congress,  but  to  those  who  oppose  the 
legislation.     I  was  in  hopes  that  we  might  say  something  that  would 


induce  them  to  go  along  with  us  on  this  proposed  legislation.  If 
they  don't  know  what  some  of  us  have  in  mind  to  propose  in  the 
event  they  succeed  in  defeating  the  legislation,  they  might  fight  it 
all  the  harder.  If  they  are  not  kept  in  the  dark  as  to  what  we  are 
going  to  do,  then  they  might  see  the  wisdom  of  not  opposing  the  leg- 
islation.   That  is  my  principal  reason  for  making  these  suggestions. 

Senator  Hatch.  To  be  frank  with  you,  my  thought  was  that  if  this 
is  coupled  with  a  30-hour  week  it  will  kill  the  30-hour  week  in  the 
United  States  Senate. 

Mr.  Alitas.  It  is  not  coupled  with  it.  It  is  not  proposed  to  add 
this  to  the  bill.  It  is  proposed  to  let  the  bill  go  through  Congress 
to  avoid  this  alternative. 

I  want  to  say  there  is  very  little  I  can  add  on  the  actual  merits  of 
the  bill  without  repeating  what  other  witnesses  have  said. 

I  will  conclude  my  remarks  by  expressing  the  hope  that  the  com- 
mittee will  report  the  bill  favorably  and  secure  its  enactment  in  the 
Senate,  and  if  possible  persuade  the  House  of  Representatives  to 
approve  the  Senate  action. 

I  would  like  to  have  my  statement  incorporated  in  the  record  for 
the  information  of  any  who  might  want  to  read  it. 

I  thank  the  committee  for  its  indulgence. 

STATEMENT  OF  HARVEY  C.  FREMMING,  PRESIDENT  OF  THE 
INTERNATIONAL  ASSOCIATION  OF  OIL  FIELD,  GAS  WELL,  AND 
REFINERY  WORKERS  OF  AMERICA 

Senator  Neely.  Mr.  Fremming,  you  may  proceed,  if  you  are  ready. 

Mr.  Fremming.  Mr.  Chairman  and  gentlemen,  at  the  outset  and 
before  I  go  into  what  I  have  to  say  to  the  committee,  I  have  one  or 
two  statements  I  would  like  to  make  for  the  benefit  of  the  committee. 

At  the  present  time  the  organizaion  which  I  have  the  privilege  of 
representing,  the  oil  workers  of  this  Nation,  are  pressing  their  case 
before  the  Petroleum  Labor  Policy  Board,  which  is  a  Government 
agency  under  the  Petroleum  Administration.  This  case  has  been  con- 
tinuing since  December  3,  and  the  record  thus  far  contains  approxi- 
mately 2,000  pages  and  some  120  or  more  exhibits.  The  source  of  the 
factual  information  in  connection  with  the  case  is  approximately  the 
same  as  that  presented  by  President  Green  of  the  American  Federa- 
tion of  Labor,  so  I  am  not  going  to  trespass  upon  the  patience  of  this 
committee  to  go  into  statistical  data. 

I  will,  however,  not  necessarily  for  the  record,  but  for  the  informa- 
tion of  this  committee,  refer  to  the  statement  of  Professor  Saxon, 
as  the  same  is  related  directly  to  petroleum  in  that  proceeding,  and 
the  cross-examination  of  Dr.  Saxon  at  the  time  oi  his  testimony 
before  the  Petroleum  Labor  Policy  Board. 

Senator  Neely.  Does  that  testimony  include  a  discussion  of  the 
30-hour  week? 

Mr.  Fremming.  Yes,  sir.  That  is  the  important  part  of  the  entire 
matter.  There  are  some  other  related  matters  in  connection  with 
the  cross-examination.  If  the  committee  should  like  that,  I  should 
be  glad  to  prepare  a  copy  and  send  it  to  you.  It  is  quite  lengthy, 
however. 

Senator  Neely.  In  the  opinion  of  the  Chair  that  would  be  perti- 
nent and  might  be  interesting  and  helpful. 


88 


THIRTY-HOUR    WORK   WEEK 


THIRTY-HOUR   WORK   WEEK 


89 


Mr.  Fremmtng.  I  am  certain  it  would.     I  shall  be  glad  to  do  that. 

I  am  approaching  this  subject  perhaps  somewhat  cynically,  if  you 
do  not  mind  that  statement.  After  the  experience  we  have  had  with 
the  great  institution  known  as  the  "  petroleum  industry  ",  we  have 
learned  some  very  important  truths,  and  many  of  them  are  reflected 
in  my  statement.  I  qualify  the  statement  I  am  about  to  make  with 
thflt  remark 

As  we  traverse  the  economic  lane  of  our  industrial  society,  unfet- 
tered, wide-eyed  observers,  it  is  with  but  little  difficulty  that  one  sees 
the  predominant  reasons  for  the  economic  ills  of  the  Nation. 

The  doctrine  of  ''  success  at  any  price  "  is  clearly  writUm  upon  the 
guideposts  of  the  lane :  mass  production  and  more  mass  production ; 
reduced  unit  costs,  unrelenting. 

Technological  development  is  being  applied  to  a  point  approach- 
ing the  fourth  dimension;  production  without  limit,  with  not  one 
thought  given  to  the  science  of  distribution,  the  one  instrumentality 
which  permits  technological  production  to  maintain. 

Foolish  giants — captains  of  industry  basking  in  the  sunshine  of 
their  economic  egotism  continue  along  aimlessly,  knowing  not  where 
the  trail  may  lead  them,  just  so  long  as  profits  are  maintained. 
Poor,  deluded  children,  thev  who  follow  a  will-o'-the-wisp :  Power . 
Believing  that  because  they  are  kings  over  all  they  survey,  all  must 

be  well. 

Their  creed,  their  philosophy,  is  profit  at  any  cost. 

As  these  captains  of  industry  sit  idly  by  in  their  palatial  offices, 
clubs,  or  homes,  they  fail  to  hear  that  clarion  voice  which  is  the  need 
for  sustained  purchasing  power.  Of  little  importance  to  them  is  this 
command  if  it  seems  to  threaten  in  the  slightest  their  sacred  profits-- 
an  eft'ront  to  their  great  god— Mammon.  Nothing  pleases  in  their 
kaleidoscopic  picture  except  profits. 

Economic  justice  and  economic  security  for  the  workers;  the  vast 
purchasing  power  that  makes  these  gentry  captains;  to  them  this 
doctrine  is  just  something  to  jest  about — foolish,  arrogant  humans. 

To  them  everv  forward,  honest,  fearless  student  and  thinker  is 
just  one  more  ''  Red  ";  thev  satisfv  their  amenable  conscience  by  the 
pet  epithet,  "  Red."  Red.  pink,  black,  or  blue— economic  law  cannot 
be  thwarted  by  such  processes  of  reasoning.  It  is  the  most  real  thing 
existing  in  our  entire  industrial  commonwealth. 

The  30-hour  week  is  not  a  phenomenon ;  it  is  merely  a  normal 
transition.  Just  as  we  transcended  from  cannibalism  to  barbarism, 
from  slavery  to  serfdom,  from  the  iron  and  copper  age  to  the  great 
achievement  known  as  the  "  bronze  period  ",  from  an  insipid  agri- 
cultural country  to  the  ranking  industrial  nation  of  all  the  world. 
These  preceding  eras  were  definitely  marked  by  fhe  same  sort  of 
resistance  placed  in  the  way  of  normal  progress.  The  same  selfish, 
blinded  influences  which  are  holding  back  normal  economic  law  as 
it  reflects  itself  in  the  30-hour  week  have  lived  to  see  the  phenomenal 
evolution  of  pony  express  to  mail  planes,  oxcart  transportation  to 
modern  trains  and  air  transports,  spinning  wheels  to  looms,  horse 
and  buggies  to  automobiles,  the  telephone  and  telegraj^h,  Fulton's 
first  steamboat  to  the  modern  speed  liners.  Almost  all  of  these 
scientific  achievements  of  man's  ingenuity  have  been  accomplished 
wuthin  a  centurv.     Yet  profiting  captains  still  think  in  terms  of  the 


bow-and-arrow  period  when  producers  of  the  Nation,  the  workers, 
are  involved. 

True,  tliat  temporary  sedatives  have  been  used  to  compete  with  eco- 
nomic law.  "  Share  the  work  "  was  the  slogan  under  Hoover's  admin- 
istration— to  divide  up  weekly  earnings  with  fellow  workers  in  the 
name  of  economic  solvency  said  the  "  boss." 

The  ''  boss  ",  so-called,  failed  utterly  in  his  efforts  at  logical  reason- 
ing. He  should  have  reasoned  that,  with  the  vast  purcha^sing  po^ye^ 
lying  prostrate  he  had  become  engaged,  no  doubt  unwittingly,  with 
the  unthinking  forces  who  were,  in  fact,  leading  industry  into  eco- 
nomic suicide. 

Thus  goes  the  story  of  industrial  leadership  in  America — joining 
with  the  National  Manufacturers  Association,  National  Chamber  of 
Commerce;  in  the  petroleum  industry,  the  American  Petroleum  In- 
stitute, in  an  effort  to  continue  the  use  of  artificial  means  to  hold  back 
the  forces  of  natural  economic  law.  Completely  pushing  back  the 
one  factor  which  has  kept  and  will  continue  to  keep  the  profit  system 
alive  in  the  United  States,  and  that  one  factor  is  purchasing  power. 

It  appears  incongruous  to  a  student  of  economics,  it  does  appear 
incomprehensible  to  the  vast  army  of  enforced  nonconsumers,  and 
even  ludicrous — were  it  not  a  genuine  tragedy  by  reason  of  the  neces- 
sity for  ordinary  creature  comforts. 

What  are  the  purposes  of  the  30-hour  week  law  ? 

1.  To  decrease  the  man-day  productivity. 

2.  To  reabsorb  millions  in  gainful  employment. 

3.  To  resuscitate  a  lost  purchasing  power. 

4.  To  take  from  the  charity  rolls  many  who  throughout  their  lives 
have  been  producers. 

5.  To  save  this  Nation  from  the  despotic  rule  of  "  dictatorship." 

6.  To  permit  the  continuance  of  the  profit  system. 

7.  To  place  our  entire  industrial  society  on  an  equal  competitive 
basis. 

8.  To  decentralize  w^ealth  through  the  painless  instrumentality  of 
sustained  purchasing  power  rather  than  the  creation  of  a  new 
economic  order. 

9.  To  reassure  working  Americans  that  there  is  a  job  for  every 
willing  hand. 

10.  To  maintain  and  continue  our  present  modern  civilization. 

11.  To  practice  in  fact  the  doctrine  laid  down  by  Holy  Writ — that 
"  Labor  is  worthy  of  its  hire." 

12.  To  know  and  understand  the  doctrine  of  technological  develop- 
ment and  its  relationship  to  increased  productivity. 

13.  To  keep  in  step  w  ith  natural  and  normal  economic  laws. 

Finally,  to  build  in  this  Nation  an  economic  tranquillity  in  pro- 
portion to  normal  transition,  leaving  behind  unnatural  industrial 
traditions. 

All  of  which  are  in  the  interest  of  the  maintenance  of  our  present 
profit  or  capitalistic  system,  none  of  which  can  be  accomplished  unless 
jobs  are  made  available  with  a  commensurate  purchasing  power. 

The  30-hour  week  means  in  effect  that  a  wellpaid  worker  steadily 
employed  is  the  Nation's  greatest  asset. 

That  is  the  extent  of  my  statement. 

Senator  Neely.  It  is  very  interesting.  Have  vou  anything  else  to 
offer? 
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Mr.  Fremming.  I  do  not  have  it  with  me.  I  will  prepare  it  and  be 
glad  to  send  it  to  the  committee. 

Senator  Neely.  I  think  the  committee  will  be  glad  to  receive  it. 

Senator  Hatch.  I  wonder  how  many  are  employed  normally  in  the 
petroleum  industry. 

Mr.  Fremming.  We  break  that  down  into  two  items.  One  is  pro- 
ducing, refining,  and  transportation ;  the  other  is  marketing.  In  the 
producing,  refining,  and  transportation  end  of  it  there  are  approxi- 
mately normally  employed  225,000.  In  the  marketing  end  of  the 
business  there  are  normally  employed  about  850,000,  which  includes 
service  stations  and  plants  and  distribution  units,  such  as  trucks  and 
things  of  that  kind. 

Senator  Hatch.  What  percentage  is  unemployed  now? 

Mr.  Fremming.  I  can  just  tell  you  that  the  Bureau  of  Labor  Statis- 
tics has  just  completed  a  comprehensive  survey  of  the  employment 
roll  in  the  petroleum  industry,  and  we  believe  it  will  be  available  the 
early  part  of  next  week.  Our  best  available  figures  are  predicated 
upon  employment  trends  as  they  reflect  themselves  in  reports  sub- 
mitted by  the  reporting  companies  to  the  Bureau  of  Labor  Statistics, 
upon  which  the  trend  is  established.  The  emplovment  is  off  approxi- 
mately 23  or  24  percent.  But  it  must  be  remembered  that  this  is  the 
only  industry  whose  consuming  factor  has  not  only  been  maintained 
throughout  the  entire  period  of  economic  dislocation,  but  has  been 
increased.  The  consumption  demand  has  been  increased,  despite  the 
fact  that  millions  of  automobiles  that  were  formerly  in  service  prior 
to  the  depression  are  now  out  of  service.  In  spite  of  that  fact,  the 
consuming  demand  for  petroleum  products  has  increased  over  the 
all-high  period,  if  that  is  conceivable  to  your  mind.  That  is  differ- 
ent from  the  durable  goods  industry  and  things  of  that  kind.  It  is 
about  22  or  23  percent,  from  the  best  estimates  we  can  get. 

Senator  Neely.  Thank  you  very  much. 

Are  there  any  other  witnesses  present  who  wish  to  speak  on  the 
subject  before  the  committee?  If  not,  the  committee  will  adjourn 
until  tomorrow  morning  at  10 :  30. 

(Whereupon,  at  2 :  50  p.  m.,  the  subcommittee  adjourned  until 
the  following  day,  Wednesday,  Feb.  6,  1935,  at  10:  30  a.  m.) 
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WEDNESDAY,  FEBBUARY  6,  1935 

United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington,,  D.  G, 

The  subcommittee  reconvened,  pursuant  to  adjournment,  in  the 
committee  room,  Capitol,  at  10 :  30  a.  m.,  Senator  M.  M.  Neely  (chair- 
man) presiding. 

Present:  Senators  Neely  (chairman),  Hatch,  and  Austin. 

Senator  Neely.  The  subcommittee  will  please  be  in  order.  Mr. 
Levy  is  the  first  witness. 

STATEMENT  OF  AUSTIN  T.   LEVY,  HAILRISVILLE,   E.   I. 

Mr.  Levy.  Mr.  Chairman,  my  name  is  Austin  T.  Levy,  Harrisville, 
R.  I.  I  am  president  of  the  Stillwater  Worsted  Mills,  a  corporation 
manufacturing  worsted  textiles,  and  employing  something  over  1,500 
persons. 

Mr.  Chairman,  if  you  will  permit  me,  I  will  address  myself  to  the 
bill  in  a  somewhat  roundabout  way. 

Senator  Neely.  You  may  proceed  in  your  own  way. 

Mr.  Levy.  It  is  now  19  months  since  the  National  Industrial  Recov- 
ery Act  was  passed.  Never,  short  of  a  dictatorship,  has  any  govern- 
ment been  granted  such  powers  to  deal  with  a  national  situation  as 
were  conveyed  by  this  act.  With  our  untold  wealth,  with  unlimited 
power  at  our  disposal,  we  have  failed  in  19  months  to  solve  this  prob- 
lem of  unemployment  and  the  numerous  difficulties  that  arise  out  of  it. 
During  all  that  time  we  have  steadfastly  refused  to  deal  with  the 
fact  of  unemployment,  but  have  allowed  our  attention  to  be  distracted 
from  it  by  every  controversial  subject  that  could  be  even  remotely 
connected  with  our  attempts  at  recovery. 

There  can  be  no  recovery  until  general  employment  is  reestablished 
in  our  land.  Other  national  problems  cannot  be  disposed  of  until 
this  one  is  set  straight,  and  when  that  has  been  accomplished  all  of 
the  others  will  be  on  their  way  to  fall  in  line,  of  themselves.  Broadly 
speaking,  we  have  no  other  problem. 

Mr.  Chairman,  I  appeared  at  the  first  hearing  of  Senator  Black's 
30-hour  bill  a  little  more  than  2  years  ago.  There  was  nothing  new 
or  strange  in  what  the  bill  proposed.  Sixty  or  seventy  years  ago, 
12  hours  was  the  standard  workday.  Ever  since,  in  all  lines  of  busi- 
ness, the  working  hours  have  been  reduced  from  time  to  time,  and 
these  reductions  in  working  hours  have  always  been  accompanied 
by  increases  in  pay;  and  as  the  hours  were  never  reduced  and  the 
pay  increased  the  prosperity  of  this  country  went  forward. 
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Even  the  recent  publication  of  the  Brookings  Institute,  opposing 
the  30-hour  week,  has  this  to  say : 

111  the  30-year  period  from  1900  to  1929  the  working  hours  in  AnieriCiin  indus- 
try were  reduced  on  the  average  from  about  57  to  approximately  50  hours  per 
week.  While  this  13-pereent  reduction  in  the  length  of  the  working  week  was 
occurring  there  was  a  rise  in  the  per  capita  income  of  the  American  people 
of  approximately  40  percent.    All  classes  shared  in  this  improvement. 

If  these  facts  are  correct,  and  everyone  knows  that  they  have  been 
often  repeated  in  our  country's  history,  w^hat  reason  have  we  to  be- 
lieve that  a  continuation  of  the  same  process  will  not  bring  about 
the  same  results? 

Civilizations  are  stages  in  social  progress  and,  to  a  considerable 
extent,  any  industrial  civilization  must  be  an  expression  of  a  wage 
scale.  I  presume  that  by  Government  edict,  supported  by  public 
opinion,  we  could  have  almost  any  kind  of  civilization  that  we  want. 
In  Japan  this  is  expressed  by  wages  for  textile  labor  of  31.6  cents 
a  day ;  for  agricultural  workers  in  the  Philippine  Provinces,  29  cents 
per  day;  for  silk  weavers  in  Germany,  12  cents  per  hour;  for  male 
laborers  in  China,  $4.75  per  month. 

Senator  Austin.  Does  that  represent  gold  or  Mexican  money? 

Mr.  Leitt.  These  figures  were  compiled  in  1931  and  1932,  so  we 
may  assume  they  were  talking  about  our  gold. 

These  examinations  of  what  civilizations  are  being  maintained  and 
what  particular  countries  are  paying  are,  of  course,  indefinite. 
They  are  innumerable. 

For  unskilled  mine  workers  in  India,  17  cents  per  day;  for  glass- 
ware workers  in  Czechoslovakia,  $5  per  week;  for  linen  workers  in 
Belfast,  20  cents  per  hour. 

But  the  question  that  we  must  answer  for  ourselves  is  "  What  sort 
of  civilization  must  we  have  here  in  the  United  States  in  the  year 
1935,  in  order  that  we  may  go  on  ?  " 

Mr.  Chairman,  about  the  time  when  you  and  I  were  lads,  the 
civilization  of  this  country,  as  expressed  in  the  lives  of  our  industrial 
workers,  was  largely  made  up  of  what  occurred  in  the  places  where 
they  worked  and  in  the  places  where  they  slept,  and  the  wages  and 
the  production  of  goods  and  services  were  tuned  to  that  condition. 
But  the  civilization  of  1935  is  a  far  different  thing;  now  we  demand 
for  our  population  a  more  abundant  life.  We  have  built  up  the 
means  for  supplying  a  1935  kind  of  civilization  and  unless  we  use 
these  means  that  we  have  built  up,  we  create  precisely  the  prob- 
lem from  which  we  are  now  suffering.  Every  industry  and  service 
supports  and  is  supported  by  all  the  others.  No  important  part  can 
halt  without  affecting  the  whole. 

It  seems  self-evident  that  a  civilization  that  demands  and  intends 
to  supply  what  we  now  call  a  fairly  abundant  life  must  be  based  on 
a  scale  of  wages  that  is  higher  than  any  scale  that  prevailed  when 
life  was  less  abundant.  How  is  it  possible  to  think  of  large-scale  pro- 
duction of  good  house  furnishings,  of  automobiles,  of  modern 
plumbing,  of  central  heating,  of  silk  stockings,  to  say  nothing  of  edu- 
cation, amusement,  and  travel,  on  the  wage  scale  of  1880?  And  unless 
there  is  large-scale  production  and  consumption  of  all  these  items, 
and  many  others  of  the  kind  that  are  not  necessary  for  existence  or 
subsistence,  this  civilization  as  we  have  built  it  up  cannot  go  on. 


Fortunately,  there  is  no  alternative.  It  will  not  be  possible  for  us 
to  revert  to  our  civilization  of  1880;  we  have  no  choice  but  to  go  on. 

The  goal  of  the  N.  I.  K.  A.  was  clearly  stated.  That  goal  has  not 
been  attained.  On  the  contrary,  unemplovment  is  now  almost  as 
great  as  it  was  when  the  effort  was  undertaken,  and  is  said  to  be 
rising.  We  are  now  informed  by  the  public  press,  correctly  or 
otherwise,  that  it  is  the  intenticm  to  ask  for  legislation  continuing 
this  unsuccessful  venture  a  good  deal  in  its  present  form. 

If  this  is  so,  Mr.  Chairman,  it  does  not  seem  to  be  an  intelligent 
thing  to  do.  If  the  N.  I.  R.  A.  has  not  achieved  its  goal,  there  must 
be  reasons  why  it  has  not.  and  it  must  be  possible  to  find  out  what 
those  reasons  are.  To  continue  with  a  mechanism  that  has  failed  in 
its  objective  and  holds  no  new  promise  of  success  is  not  common 
sense.  I  believe  that  some  of  the  reasons  why  the  N.  I.  R.  A.  has  not 
reestablished  a  more  general  employment  can  be  set  forth  and  that 
a  program  can  be  devised  that  does  not  continue  its  errors. 

In  the  first  place,  the  man-hour  stipulation  in  the  codes  were  not 
based  on  intelligent  considerations  of  established  or  prospective  re- 
quirements— and  the  unemployment  results  are  evidence  of  the  cor- 
rectness of  this  statement. 

The  makers  of  code  no.  1,  the  cotton-textile  code,  decided  that  the 
40-hour  week  was  what  they  wanted.  That  was  acceptable  to  the 
Recovery  Administration  and,  I  believe,  was  the  basis  for  the  40-hour 
provisions  in  the  majority  of  the  codes  that  followed. 

Then  came  our  failure  to  create  a  scale  of  wages  sufficient  to  sus- 
tain the  kind  of  civilization  on  which  we  all  insist.  This  point  seems 
so  simple  that  it  should  hardly  be  necessary  to  dw^ell  on  it.  And  vet 
it  is  almost  the  crux  of  the  whole  matter.  It  is  merely  a  statement 
that  if  an  individual  wishes  to  live  on  a  certain  scale,  he  must  have 
an  income  that  will  support  that  scale.  Likewise,  if  millions  of  indi- 
viduals wish  to  live  on  a  certain  scale,  and  we  insist  that  they  must, 
then  these  millions  of  individuals  must  have  incomes  sufficient  to 
support  that  scale. 

We  may  not  lose  sight  of  the  point  that  we  no  longer  allow  the  mil- 
lions of  individuals  who  make  up  our  population  to  decide  on  what 
sort  of  scale  they  will  live.  From  the  social  side,  we  demand  for  them 
a  scale  of  living  that  is  represented  by  our  1935  civilization,  and  on 
the  economic  side  we  demand  of  them  that  they  be  liberal  consumers 
of  all  the  things  which  we  now  produce. 

Closely  related  was  the  attempt  to  cope  with  this  subject  of  wages 
by  establishing  minimum  wage  rates.  This  would  be  ludicrous  if  the 
results  had  not  been  so  tragic,  and  it  is  doubtful  if  there  is,  even 
now,  a  clear  conception  of  the  difference  between  minimum  wage  rates 
and  minimum  wages.  There  is  reason  to  believe  also  that  in  many 
cases  minimum  wage  rates  have  become  maximum  wage  rates. 

A  wage  rate  means  nothing  at  all  to  a  man  who  is  out  of  work 
and  it  means  very  little  more  to  a  man  who  has  employment  for  only 
1  or  2  days  a  week.  Wages  can  be  regarded  only  from  the  stand- 
point of  annual  income.  There  is  no  person  in  this  room,  Mr.  Chair- 
man, who  could  order  his  existence  and  budget  his  life  and  of  his  fam- 
ily on  a  minimum  hourly  rate  for  his  services,  with  the  number  of 
hours  unknown. 
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Then  there  is  the  fact  that  the  code  system  of  the  N.  I.  R.  A. 
presumes  a  disinterested,  voluntary  cooperation  by  the  proprietors  of 
industry.  A  disinterested  cooperation,  Mr.  Chairman,  seems  about 
as  realistic  as  platonic  friendship.  There  was  cooperation  for  a  brief 
moment  under  the  fear  of  impending  national  disaster,  but  the  co- 
operation, and  the  fear,  and  the  disaster  all  melted  away  at  the 
same  time,  so  that  we  ended  up  in  every  industry  with  various 
groups  trying  to  originate,  to  amend,  and  to  interpret  the  codes  ac- 
cording to  their  several  advantages,  not  according  to  the  national 
necessity,  not  according  to  the  need  for  reestablishing  general 
employment. 

Nothing  can  succeed  that  is  accorded  unwilling  acquiescence  by 
those  who  have  to  carry  it  on.  And  it  is  no  individual  criticism  to 
say  that  unless  some  compelling  fear  prevails,  human  beings  act 
according  to  their  own  self-interest.  Any  belief  that  they  will  not  so 
act  is  to  deny  the  experience  of  human  nature,  and  to  rely  on  that 
belief  is  to  invito  the  bitterest  disappointment. 

Mr.  Chairman,  these  matters  of  which  I  have  spoken  are  basic 
flaws  in  the  conception  of  the  N.  I.  R.  A.  I  have  not  spoken  of  its 
application  or  administration  because  I  believe  that  it  is  so  con- 
stituted that  it  cannot  be  successfully  administered,  and  the  experi- 
ence tends  to  bear  out  this  opinion.  The  Black  bill,  in  its  original 
form,  was  simple  and  workable ;  it  should  have  been  tried.  Its  short- 
comings, whatever  they  may  have  been,  would  have  manifested  them- 
selves quickly  enough  and  one  step  after  another  could  then  have 
been  taken,  as  necessity  might  indicate,  to  bring  it  to  perfection. 

Objection  to  the  original  Black  bill  was  made  mainly  on  three 
counts :  Firstly,  its  inflexibility ;  secondly,  that  it  proceeded  on  the 
theory  of  scarcity,  and  that  it  would  have  resulted  in  freezing  pro- 
duction at  a  given  level ;  thirdly,  the  increase  in  costs  due  to  the  wage 
increases  that  would  arise  under  it,  would  hamper  business  by  dis- 
couraging consumption. 

What  1  shall  presently  propose  answers  the  first  two  objections, 
assuming  that  they  are  valid.  As  to  the  increased  costs  which  a  short 
work  week  might  bring  about,  what  is  the  co^t  of  sustaining  the 
present  situation?  It  is  said  that  we  have  spent  $14,000,000,000 
for  relief  of  one  kind  or  another  since  the  depression  began  and  the 
economic  security  bill,  which  is  now  before  the  Congress,  contem- 
plates the  assumption  by  the  Government  of  such  huge  liabilities  as 
to  dwarf  any  previous  conception  of  public  debt.  Surely  that  part  of 
industry  which  is  opposed  to  the  shorter  working  week  on  the 
grounds  of  its  expense,  must  understand  that  all  of  these  proposed 
expenditures  can  only  be  paid  for  by  those  who  have  the  ability  to 
pay  and  that  industry  will  be  called  on  to  pay  its  full  share.  There 
is,  besides,  the  gravest  doubt  that  these  huge  new  expenditures  will 
accomplish  what  is  required. 

In  addition,  we  must  consider  the  money  loss  in  wages.  When 
10,000,000  are  completely  out  of  work  and  10,000,000  more  are  em- 
ployed half  time,  the  wage  loss  on  a  basis  of  $4  per  day  is  something 
more  than  $150,000,000,000  per  annum.  To  this  direct  wage  loss, 
there  should  be  added  in  such  circumstances,  the  indirect  losses  that 
follow  in  the  wake  of  such  great  unemployment.  There  is  the  de- 
cline in  security  values,  in  all  sorts  of  proi>erty  values,  in  dividends 
and  interest:   and  these  indirect  losses  may  be  as  great  or  even 


greater  than  the  direct  losses.  The  two  together  are  the  equivalent 
of  a  market  for  the  products  of  American  industry,  agriculture,  and 
services,  big  enough  to  change  depression  to  prosperity. 

In  connection  with  this  matter  of  increased  costs  I  should  like 
to  repeat  the  substance  of  something  I  said  at  the  hearing  on  the 
original  Black  bill. 

In  1912,  a  weaver  in  the  worsted  business,  if  he  was  a  good  weaver, 
earned  $15  in  a  working  week  of  60  hours,  or  25  cents  an  hour. 
If  we  were  to  pay  a  weaver  $30  a  week,  or  $1  an  hour  for  30  hours, 
he  would  still  weave  a  yard  of  similar  cloth  at  57  percent  less  than 
the  cost  of  weaving  it  in  1912  at  25  cents  an  hour.  This  is  but  an 
illustration  of  what  is  now  well  understood — that  wages  and  costs 
have  not  necessarily  anything  in  common. 

Senator  Neely.  Was  the  increase  in  the  efficiencv  of  the  weaver  to 
whom  you  refer  the  result  of  an  increased  efficiency  of  the  ma- 
chmery  that  was  used  in  the  manufacture  of  the  product? 

Mr.  Levy.  Yes,  Senator  Neely.  The  plant  operates  at  a  higher 
rate  of  speed,  and  the  actual  output  at  each  period  is  greater  than 
at  the  prior  time. 

Not  only  have  we  the  problem  of  the  adult  unemployed,  but  one 
of  the  most  important  and  tragic  phases  of  this  whole  matter  is  our 
inability  to  provide  work  for  the  boys  and  girls  coming  from  school. 
We  are  imposing  an  enforced  idleness  on  these  young  people  at  a 
time  in  their  lives  when  they  need  work  above  everything  else,  and 
we  are  denying  them  their  opportunity  to  fit  theirselves  to  carry 
on  when  their  time  comes.  Has  anyone  attempted  to  calculate  the 
cost  of  this  to  the  Nation? 

Mr.  Chairman,  payments  of  money  to  the  unemploved  and  their 
dependents  may  be  immediately  necessary  to  avoid  Actual  want, 
but  they  do  not  answer  the  question.  The  American  people  do  not 
waiit  relief.  They  want  occupation,  and  the  spiritual  and  economic 
independence  that  can  come  only  through  occupation  and  reasonable 
assurance  of  its  continuance. 

Mr  Chairman,  I  think  it  is  possible  to  control  unemployment  in 
the  United  States  and  I  wish  to  submit  a  plan  by  which  this  can  be 
done.  I  believe  it  expresses  the  essence  and  purpose  of  the  original 
Black  bill,  amended  and  amplified  to  incorporate  the  knowledo-e  that 
has  come  to  us  since  the  Black  bill  was  first  introducd,  and  that  it 
avoids  the  pitfalls  of  the  N.  I.  R.  A.  Whatever  else  may  be  said 
about  it,  it  is  mercifully  short  and  simple. 

I  should  like  to  preface  the  plan  with  a  statement  of  the  con- 
ditions on  which  the  plan  is  based. 

No  system  of  wages  has  recognized : 

1.  A  wage  earner  conducts  a  business.  His  skill  and  his  health 
are  his  capital ;  his  wages  are  his  income  and  the  maintenance  and 
education  of  his  family  are  his  expense. 

2.  The  hazards  of  business  are  inherent  in  the  wage  earner's  busi- 
ness, just  as  they  are  in  any  other. 

3.  The  wage  earner's  business  should  be  classed  amono-  those  which 
are  extra  hazardous.  '^ 

It  is  a  business  that  is  subject  not  only  to  the  immediate  market  for 
that  which  has  to  be  sold,  but  it  has  added  complications : 
a.  Periods  of  illness. 
h.  Advancing  age. 
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G.  The  initiative  for  finding  a  market  is  not  in  the  hands  of  the 

proprietor.  ^    ^    t  4r\    *. 

d.  Whether  or  not  there  is  a  market  at  all,  or  the  extent  ot  that 
market,  are  dependent  to  a  large  extent  on  the  skill,  integrity,  fore- 
sight, and  financial  strength  of  the  wage  earner's  employer. 

€.  Employment  and  wages  in  any  industry  depend  for  their  con- 
tinuance on  employment  and  wages  in  other  industries. 

The  combination  constitutes  a  situation  that  is  extra  hazardous  as 
a  source  of  income  to  maintain  an  uninterrupted  standard  of  family 

life  and  progress.  ,      i     •  a 

Heretofore  wages  have  been  f airlv  satisfactory  only  during  periods 
of  good  business,  and  unsatisfactory  at  all  other  times.  They  have 
not  contained  opportunities  for  gain  that  are  commensurate  with  the 

risks 

5  Economic  stability  cannot  prevail  w^hen  the  majority  of  all  who 
are  enorao^ed  in  business  attempt  to  proceed  agamst  unfavorable  odds. 

Heretofore  fluctuations  in  total  man-hour  requirements,  caused 
bv  fluctuations  in  business  activity,  have  been  met  bv  corresponding 
fluctuations  in  the  numbers  of  people  employed.  Thus  our  whole 
industrial  system  is  based  on  a  philosophy  of  interrupted  emplov- 
ment,  and  ever-present  reservoirs  of  unemployed  people.  It  would 
seem  that  this  is  a  fundamental  error,  for  in  any  period  of  frequent 
emplovment  interruption,  the  average  wage  earner  s  business,  with 
its  continuing  expense,  is  preordained  to  failure.  We  must  evolve 
instead   a   system    that    is   based   on    a    philosophy    of    continuous 

^"EVery^Commonwealth  is  limited  as  to  the  number  of  unemploved 
persons  which  it  can  reasonably  and  comfortably  sustain  Ihat 
number  should  be  estimated  and  stated,  and  thus  established  as  the 

normal  of  unemployment.  ,  .•         i.     ij 

Employment  for  the  balance  of  the  working  population  should 
then  be  continuous,  only  the  extent  of  the  employment  of  each  indi- 
vidual fluctuating  according  to  the  fluctuations  in  business  activity. 

The  following  is  suggested : 

The  President  announce  by  Executive  order: 

1.  Normal  unemployment  for  the  United  States,  exclusive^  of  peo- 
ple confined  in  hospitals,  asylums,  prisons,  and  so  forth  is  3,000.(K)0 
persons  l)etween  the  ages  of  16  and  65.  Whether  it  is  actually 
three  million  or  two  million  or  two  and  a  half  milhon  is  immaterial. 
You  get  a  beginning,  which  is  subject  to  correction  from  time  to 

2  The  40-hour  week  having  failed  to  reestablish  a  condition  of 
creneral  employment,  a  35-hour  week  becomes  effective  in  all  industry 
at  once  for  a  period  of  60  days.  If  at  the  end  of  that  time  unem- 
plovment  has  not  been  reduced  to  the  normal  of  3,000,000  persons, 
a  30-hour  week  becomes  effective  at  once  for  a  period  of  60  days. 
If  at  the  end  of  that  period  unemployment  still  stands  above 
3.000.000  persons,  a  25-hour  week  becomes  effective  at  once  for  a 

period  of  60  days.  ^  i        i    • 

3  The  point'  at  which  the  figure  of  3,000.000  unemployed  is 
reached  will  then  constitute  normal  weekly  man-hours  for  the  work- 
ers of  the  United  States.  .•        ^    i_  • 

4  The  weekly  wages  being  paid  at  the  present  time  to  bo  main- 
tained during  such  successive  reductions  in  working  hours  as  may 


be  required  to  arrive  at  normal  unemployment ;  the  wage  rates  being 
increased  to  the  extent  necessary  to  bring  this  about.  Thus  full- 
time  present  wages  will  become  actual  minimum  wages,  entirely 
divorced  from  the  confusion  of  minimum  wage  rates  as  established 
by  the  codes  under  the  N.  R.  A.  Minimum-wage  rates  have  no  mean- 
ing unless  people  have  continuous,  full-time  employment. 

5.  When  total  unemployment  is  further  reduced  by  the  Nation's 
needs  to  2,900,000  persons,  weekly  man-hours  may  be  increased  not 
exceeding  5  hours  per  week  above  the  normal.  When  unemployment 
is  reduced  to  2,800,000  persons,  weekly  man-hours  may  be  increased 
not  exceeding  10  hours  per  week  above  the  normal.  Whe  unemploy- 
ment is  reduced  to  2,700.000  persons,  weekly  man-hour  hours  may  be 
increased  not  exceeding  15  hours  per  week  above  the  normal. 

6.  The  weekly  pay  to  be  increased  in  proportion  to  the  increase  in 
hours  above  the  normal. 

This  plan  provides : 

1.  Constant  employment  of  the  population. 

2.  A  true  minimum  wage. 

3.  Substantial  reduction  in  the  risks  of  the  wage  earner's  business. 

4.  Periods  of  relatively  large  gains  as  offsets  to  the  remaining 
risks. 

5.  Practical  removal  of  the  cause  of  the  majority  of  so-called 
"  labor  disputes." 

6.  An  increase  in  purchasing  ])ower  to  take  care  of  increased  pro- 
duction whenever  increased  production  is  created. 

7.  Reduced  cost  of  production  as  production  rises,  thus  further 
safeguarding  the  increased  production. 

8.  A  quick  curb  on  overproduction  whenever  overproduction 
occurs. 

9.  Steady  industrial  operation — reduction  of  losses  due  to  plant 
stoppage. 

10.  A  powerful  influence  on  cutthroat  competition  and  the  related 
subject  of  price  fixing. 

11.  The  equivalent  of  a  large  reservoir  of  additional  trained  peo- 
ple in  every  factory  in  every  locality  whenever  required. 

12.  An  enormous  majority  group  of  people  who  never  cease  to  be 
cash  customers,  thus  assuring  liberal  and  rapid  circulation  of  money. 

13.  Accurate  data  on  unemployment,  which  is  scarcely  less  impor- 
tant than  information  on  employment. 

14.  Transfer  of  the  burden  of  public  support  from  Government 
relief  to  private  industry. 

15.  Return  to  normal  taxes. 

16.  In  every  employer  in  the  United  States  an  ardent  and  active 
advcKuite  for  maintaining  the  maximum  of  employment. 

17.  The  plan  would  automatically  operate  to  draw  workers  from 
slack  industries  to  busy  industries,  and  accordingly  would  tend  to 
establish  generally  the  wages  of  those  industries  which  are  most 
steadily  active,  and  which,  as  a  rule,  support  the  higher  wage  scales. 

The  mechanics  of  administration  are  fairly  simple: 
L  Every  locality  to  maintain  a  registration  office. 
You  have  that  in  existence  at  the  present  time,  only  it  is  a  relief 
office. 

2.  No  one  to  be  employed  who  is  not  registered. 

3.  Every  person  applying  for  registration  to  be  registered. 
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4.  And  to  receive  a  registration  card. 

5.  At  the  time  employment  begins,  each  person  to  surrender  his 
registration  card  to  the  employer,  who  would  endorse  it  appropri- 
ately and  return  it  at  once  to  the  registration  office.  Therefore  the 
number  of  registration  cards  outstanding  would  be  an  accurate  rec- 
ord of  the  numbers  of  unemployed  persons  who  wish  to  work.  Per- 
sons whose  employment  is  terminated  to  secure  new  registration 
cards  before  they  could  be  reemployed.  (Provision  to  be  made  for 
cards  of  persons  who  die,  or  who  cease  to  desire  employment  either 
temporarily  or  permanently.) 

6.  Registration  offices  in  every  locality  to  make  prompt  weekly  re- 
ports each  Friday  to  a  central  State  agency,  which  in  turn  would 
inform  the  National  Department  of  Labor,  not  later  than  the  follow- 
ing Monday  morning  of  the  amount  of  unemployment  in  each  State. 
Based  on  the  information  so  received,  the  Department  of  Labor  on 
the  last  Thursday  of  each  month  to  make  public  declaration  of  the 
maximum  weekly  man-hours  that  could  be  operated  by  industry  for 
the  monthly  period  beginning  with  the  following  Monday  morning. 

The  plan  as  I  have  outlined  it  to  you  is  subject  to  a  good  deal  of 
discussion.  I  will  endeavor  in  the  next  few  minutes  to  clarify  some 
of  the  more  important  points. 

EFFECT   ON    PRICES 

Opposition  to  short  hours  and  high  wages  arises  from  the  belief 
that  they  cause  great  and  insurmountable  additions  to  cost,  thus 
discouraging  consumption. 

Years  ago  when  the  production  of  the  individual  worker  was 
relatively  small  this  was  true,  but  during  the  past  30  years  technical 
progress  has  so  increased  the  individual  worker's  production  that  it 
is  no  longer  true. 

In  former  times  an  increase  of  $5  in  the  weekly  wages  of  a  worker 
who  produced  100  units  of  a  given  article  in  a  week,  was  equivalent 
to  an  increase  in  cost  of  5  cents  per  unit — but  the  same  increase  of 
$5  to  the  same  worker  who  now  produces  200  units  weekly  is  an  in- 
crease in  cost  of  2y2  cents  per  unit — to  the  workers  who  now  produces 
1,000  units  weekly  the  increase  of  $5  in  weekly  wages  is  an  addition 
to  cost  of  one-half  cent  per  unit. 

Thus  as  applied  to  the  greatly  increased  production  that  workers 
in  all  enterprises  are  now  giving  us,  wage  increases  are  spread  so 
thin  that  as  additions  to  cost  they  are  no  longer  of  sufficient  im- 
portance to  discourage  consumption.  What  is  true  of  production 
personnel  in  this  respect  is  also  true  of  the  cost  of  overhead,  which 
is  directly  affected  by  shorter  hours. 

Two  questions  are  asked  regarding  the  operation  of  any  plan  to 
reduce  weekly  man-hours  with  a  corresponding  increase  of  hourly 
wage  rates. 

The  first  one  is :  How  can  a  reduction  in  weekly  man-hours  be  ex- 
pected to  increase  employment?  What  will  cause  employers  to  take 
on  additional  people  if  man-hours  should  be  reduced? 

Current  demand,  whatever  that  may  be,  requires  the  services  of  a 
given  number  of  people  on  any  given  basis  of  weekly  man-hours. 
If  weekly  man-hours  are  reduced  on  a  certain  day,  current  demand 


certainly  will  not  decline  on  that  same  day ;  and  in  order  to  supply 
current  demand,  employers  will  be  under  the  necessity  of  taking  on 
additional  people.  It  cannot  be  accepted  that  individually  or  collec- 
tively, employers  will  deliberately  throw  away  the  opportunity  to 
satisfy  their  respective  and  established  shares  in  current  demand. 
On  the  contrary,  each  employer  will  make  every  effort  in  his  power 
to  retain  his  volume  of  business.  If  his  equipment  is  fully  engaged, 
he  will  consider  addition  to  plant.  But  the  equipment  of  American 
industry  is  not  fully  engaged,  and,  in  most  cases,  the  simple  alterna- 
tive will  be  followed. 

The  second  question  is :  Will  not  the  increase  in  cost  brought  about 
by  a  reduction  in  weekly  man-hours  operate  against  additional  unit 
sales  and  thus  against  additional  production? 

On  the  day  when  reduction  in  weekly  man-hours  takes  place  there 
will  be  in  existence  large  quantities  of  finished  and  nearly  finished 
goods  of  all  kinds.  These  will  be  available  at  old  prices,  excepting 
for  such  speculative  influences  as  may  make  themselves  felt.  We 
need  not  be  too  concerned  about  this  at  the  moment,  because  business 
just  now  is  more  interested  in  moving  goods  than  in  raising  prices 
unduly.  The  present  situation  with  respect  to  this  is  quite  different 
from  that  which  confronted  the  inception  of  the  N.  R.  A.  Then 
there  were  low  prices  and  empty  shelves ;  now  there  are  high  prices 
and  surpluses  of  many  kinds.  There  will  be  a  lag  of  a  considerable 
period  of  time  before  goods  manufactured  entirely  under  the  new 
conditions  can  reach  the  consumer.  But  there  will  be  increased 
expenditure,  due  to  the  increased  employment,  even  before  the 
arrival  of  the  first  pay  day. 

Not  all  of  the  things  that  people  use  increase  in  cost  at  the  same 
time,  or  at  the  same  rate  of  speed.  Many  of  the  important  items 
that  go  to  make  up  the  cost  of  living  increase  quite  slowly.  Ad- 
vances in  this  category  also  would  lag  for  quite  a  long  period  before 
they  could  exert  an  appreciable  influence  on  the  cost  of  living. 

Purchasing  power  is  of  two  kinds : 

a.  Individual. 

h.  Total. 

Whatever  the  extent  of  total  purchasing  power,  it  is  of  no  avail 
as  guarantee  of  large-scale  business  turn-over,  unless  individual  pur- 
chasing power  is  large  enough  to  assure  consumption  at  such  prices 
as  may  exist.  Increases  in  cost  can  be  absorbed  only  if  they  do  not 
exceed  the  abilities  of  individual  income  and  purchasing  power. 

A  well-known  economist  sets  the  matter  forth  as  follows:  100 
workers  employed  40  hours  weekly  at  $20  will  earn  $2,000.  Output, 
100  units. 

In  order  to  produce  100  units  in  30  hours,  133  workers  would  be 
required,  and  at  $20  they  would  earn  $2,660. 

Thus  the  increased  wages  or  purchasing  power  due  to  the  reduc- 
tion in  weekly  man-hours  would  be  $660.  And  the  increased  cost  of 
what  was  made  would  be  $660. 

If  the  matter  were  carried  no  further,  the  calculation  would  seem 
to  show  that  the  additional  purchasing  power  that  had  been  created 
by  reducing  weekly  man-hours  from  40  to  30  at  the  same  weekly 
wages,  would  be  required  for  the  purchase  of  the  same  number  of 
units ;  and  that,  therefore,  nothing  had  been  accomplished. 
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But  such  a  calculation  overlooks  a  number  of  factors  which  may 

"'^Frorn'rCetical  standpoint,  this  calculation  would  indicate 
that  the  institution  of  such  a  plan  would  not  result  initially  in 
increase  of  individual  purchasing  power,  and  that  the  ^rst  increase 
would  come  in  total  purchasing  power.  But  that  does  «"*  argue 
that  the  increase  would  be  ineffective;  its  effectiveness  would  depend 
on  the  relation  between  the  amounts  of  cost  increase  and  existing 

^Discussions  on  cost  increases  seem  to  proceed  from  the  wholly  un- 
tenable premise  that  present  day  wages  are  in  some  sort  of  proper 
elation  (which  may  not  be  disturbed)  to  the  cost  of  livmg,  and 
hat  anv  increases  in  living  costs  will  dislocate  the  entire  arrange- 
ment and  make  these  wages  inadequate.    This  is  a  serious  error. 

Furthermore,  there  is  gfeat  danger,  from  this  theoretical  approach^ 
of  confusing  hourly  or  weekly  wage  rates  with  yearly  wages  thus 
overlooking  one  of  the  most  important  phases  and  opportunities  in 

^^wl^lTannoTSme  that  full-time  existing  wages  contain  no  marg^^n 
whatsoever.  On  the  contrary,  there  is  conclusive  proof  that  they 
do.  because  ever  so  many  people  are  actually  living  on  existing 
wages  paid  them  for  part  time  employment.  By  changing  the  em- 
plovment  of  those  already  employed  at  part  time  to  f n  I  time,  we 
increase  both  total  and  individual  purchasing  power,  making  avail- 
able on  both  counts  the  latent  margin  that  exists  in  present  wage 

It  is  safe  to  say  that  all  of  those  now  employed  do  not  average 
more  than  4  days^  work  in  a  5-day  week.  Full-time  emplovment, 
rereforefwould^nean  an  average  gain  of  25  percent  m  both  indi- 
'^dual  and  total  purchasing  power  for  those  already  employed.  As 
we  shall  see,  this  increase  is  greater  than  the  cost  increase  attending 
The  plan-  «  the  calculations  which  follow  are  appro^'niatelv  cor- 
rect, this  one  item  of  full-time  emi.loynient  alone  ^^^"W  crc*'^  ^g^;l 
000,000  of  new  purchasing  power  weekly.  And  n  addition,  there 
would  be  the  increase  in  purchasing  power,  both  individual  and 
Tota     of  the  whole  wages  received  by  those  who  ^^'^uld  find  reem- 

pfo™t  due  to   the   operation   of  ^^-\fY\J'ZfZfinZ 
part-time  to  full-time  employment  would  be  the  first  step  in  the 

''^There  are  said  to  be,  in  the  United  States.  45.000,000  fM^yf^ 
neoDle  The  plan  contemplates  continuous:  employment  of  42,000,000 
neon le  It  is  estimated  that  some  12.000,000  are  unemployed,  indi- 
^tlS^an  Liloyment  of  33.000,000.  If  these  33,000.000  peop  e  are 
^^.rkTn^  4  .lavs,  or  32  hours  weekly,  they  are  providing  a  total  of 

1.056.000,000  man-hours  weekly.  .  ,-,p,.sons  on  a 

If  current  demand  requires  the  services  of  33,000.000  prisons  o  a 
basis  of  32  man-hours  weekly  with  80-percent  P^V,  and  assuming  that 
the  operation  of  the  plan  resulted  in  a  30-hour  week  w  th  100-perccnt 
Dav  th  s  same  demand  at  30  hours  weekly  would  require  the  services 
^f  35  200,Eeople.  The  reemployment  of  2,200,000  people  at  today's 
full-time  weekly  wages  would  be  the  .second  step  in  the  plan. 

If  the  3r000.000  people  now  employed  average  $20  per  week  when 
employed  at  full  time,  they  are  now  probably  earning  an  average  not 


exceeding  $16  per  week.  In  that  case  we  are  now  creating  a  purchas- 
ing power  from  new  wages  of  $528,000,000  weekly.  If,  due  to  the 
first  step  in  the  plan,  these  33,000,000  persons  can  be  employed  at  full 
tiine,  we  would  then  have  a  purchasing  power  from  new  wages  of 
$660,000,000  weekly.  If  these  33,000,000  persons  can  be  augmented  to 
35,200,000,  due  to  the  second  step  in  the  plan,  we  would  then  have  a 
weekly  purchasing  power  from  new  wages  of  $704,000,000. 

It  is  reasonable  to  expect  that  an  increase  in  weekly  purchasing 
power  from  $528,000,000  to  $704,000,000,  331/3  percent,  must  so  stimu- 
late consumption  beyond  current  demand  as  to  then  require  the  reem- 
ployment of  5,000,000  additional  people,  thus  bringing  total  employ- 
ment to  40,000.000  people  and  new  purchasing  power  through  wages 
to  $804,000,000;  that  is  to  say,  33%  percent  increase  in  total  purchas- 
ing ])ower  cannot  fail  to  cause  14^7  percent  increase  in  consumer 
demand,  unless  there  are  offsets  of  corresponding  importance,  such  as 
prohibitive  prices.  But  such  increase  in  cost  as  follows  on  the  first 
and  second  steps  of  the  plan  is  by  no  means  prohibitive,  and,  as  has 
already  been  pointed  out,  would  be  readily  absorbed  by  the  first  step 
itself.  The  reemployment  of  this  group  of  5,000,000  people  would  be 
the  third  step  in  the  plan. 

Such  huge  increases  in  consuming  ability  would  naturally  increase 
the  prices  of  raw  materials,  due  to  legitimate  demand.  Such  natural 
price  increases  do  not  constitute  a  problem  until  they  depart  from 
the  natural  and  become  s])eculative,  and  their  occurrence  and  mainte- 
nance are  conclusive  proof  that  they  are  not  beyond  the  ability  of 
individual  purchasing  power.  These  calculations  have  not  sought  to 
deal  with  such  natural  price  increases  because  they  are  distinct  and 
apart  from  increases  artificially  generated. 

The  number  of  people,  or  man-hours,  that  are  required  and  that 
can  be  supported  by  a  given  industry  depends  not  only  on  U)tal  con- 
sumption but  on  how  many  consumers  are  supplied  by  each  pro- 
ducer; and,  it  is  necessary  to  consider  what  this  relation  means  in 
dollars  and  cents.  To  omit  consideration  of  this  phase  is  to  dis- 
regard the  whole  development  of  the  machine  age. 

For  example,  a  certain  worsted-textile  factory  employs  1,700  per- 
sons at  an  average  wage  of  $20  for  40  hours  of  work.  Its  pay  roll 
is  $34,000  weekly.  Its  output  is  75,000  linear  six-quarter  3'ards 
weekly.  To  produce  this  quantity  in  30  hours,  the  number  of  people 
w^ould  have  to  be  increased  to  2,267  and  the  pay  roll  at  the  same 
weekly  wagers  to  $45,333.  This  weekly  increase  of  $11,333  would 
amount  in  52  weeks  to  $589,316. 

Seventy-five  thousand  linear  six  quarter  yards  of  cloth  is  the 
material  for  25,000  suits  of  men's  clothing.  The  output  for  52  weeks 
would  be  3,900,000  yards,  which  would  be  material  for  1,300,000  suits 
of  clothing.  Thus  the  cost  increase  of  $589,316  would  be  spread  over 
1,300,000  suits  or  45.33  cents  per  suit.  Assuming  that  the  cloth  in 
a  suit  represents,  at  its  factory  price,  one-fifth  of  the  retail  value  of 
the  suit  which  is  made  from  it,  then  the  total  advance  to  the  con- 
sumer caused  by  the  change  from  40  hours  to  30  hours  may  be  cal- 
culated at  approximately  $2.25  per  suit.  While  this  approximation 
does  not  attempt  to  fix  the  rate  of  cost  increase  due  to  the  plan  on 
items  in  the  suit  other  than  its  cloth,  the  figure  of  one-fifth  is  on 
the  conservative  side  and  should  compensate  for  any  error  on  the 
other  account,  if  any  such  error  exists.     In  this  way  the  total  in- 


ii 


102 


THIRTY-HOUR   WORK   WEEK 


THIRTY-HOUR   WORK   WEEK 


103 


crease  in  cost  to  the  consumers  of  1,300,000  suits  is  calculated  at 
$2,925,000.  ^     ^ 

According  to  the  Census  of  Manufactures  published  by  the  De- 
partment of  Commerce,  per  capita  production  of  wool  and  worsted 
cloth  in  the  United  States  for  all  apparel  purposes,  for  the  census 
years  1919-29,  inclusive,  was  as  follows : 


Year 


1919 
1921 
1923 
1925 
1927 
1929 


Linear  6/4 
yards 


315,608,000 
291,449,000 
354.014,000 
321,118,000 
30i203,000 
277,835,000 


Yards 

per 
capita 


2.99 
2.75 
3.35 
3.04 
2.88 
2.26 


For  the  years  1919-27,  inclusive,  population  figures  of  the  1930 

census  were  used. 

It  would  appear  from  the  foregoing  that  3,900,000  linear  six- 
quarter  yards  produced  by  1,700  people  in  the  year  192^9  supplied  the 
wool  and  woi-sted  needs  for  all  apparel  purposes  for  1,725,773  people. 
That  is,  each  producer  supplied  the  needs  of  over  1,000  consumers 
for  one  of  the  prime  necessities  of  life  in  the  United  States. 

Thus,  also,  increase  of  $2,925,000  would  amount  to  $1.70  per  capita 
per  annum. 

Bulletin  No.  357  of  the  Bureau  of  Labor  Statistics,  bearing  the  title, 
"  Cost  of  Living  in  the  United  States  ",  was  compiled  in  1918-19  and 
published  in  1924.  This  is  a  survey  of  12,094  families,  an  aggregate 
of  about  00,000  people.  According  to  this  survey,  the  average  number 
of  persons  in  a  family  at  that  time  was  4.9 ;  thus  a  cost  increase  of 
$1.70  per  capita  per  annum  would  amount  to  a  family  increase  of 
$8.33  per  annum. 

In  segregating  from  Bulletin  No.  357,  the  expenditures  reported  for 
all  of  the  items  that  are  included  in  the  linear  six-quarter  yardage 
tabulation  herein  set  forth,  it  was  found  that  this  amounted  to  an 
average  for  the  12,000  families  of  $68.34  for  the  yearly  period  analyzed 
by  the  report.  Against  this  amount,  an  increase  of  $8.33  is  12.2  per- 
cent. This  figure  of  cost  increase  for  this  group  of  necessities  may  or 
may  not  represent  the  average  increase  on  all  the  items  that  go  to  make 
up  the  cost  of  living  that  would  accrue  as  a  result  of  the  plan,  but 
with  respect  to  this  particular  category  of  expense  it  is  clear  that  a 
transition  from  4  days  of  employment  to  5  days  of  employment  would 
produce  an  increase  of  individual  income  that  would  greatly  exceed 
the  increase  of  expense. 

The  United  States  still  proceeds  on  a  basis  of  family  life,  and  when 
employment  is  general,  many  families  count  on  more  than  one  income. 
The  item  is  of  great  importance.  For  instance,  if  income  from  present 
4-day  employment  stands  at  80,  income  from  full-time  employment 
will  stand  at  100.  If  in  addition  to  this,  average  employment  per 
family  should  increase  only  as  much  as  from  1  to  I^q,  average  family 
income  would  stand  at  110,  an  increase  of  37%  percent  over  income 
now  accruing  to  a  family  having  only  one  worker  employed  4  days 
per  week.  Since  there  are  many  major  items  of  f amilv  expense  which 
do  not  increase  commensurately  when  the  number  of  incomes  in  the 


family  exceeds  one,  this  item  becomes  an  extremely  important  acces- 
sion to  family  purchasing  power. 

This  plan  will  steadily  restore  normal  prosperity  in  the  United 
States.  Of  course,  such  a  plan  involves  a  great  many  questions.  I 
shall  l)e  glad  to  answer  them,  if  I  can. 

Senator  Neely.  Are  there  any  questions  ? 

Senator  Austin.  I  would  like  to  ask  Mr.  Lew  one  or  two  questions. 

You  referred  to  1912,  and  I  think  you  gave  the  average  hourly 
earnings  for  that  year,  did  you  not? 

Mr.  Levy.  No;  I  said  that  in  1912,  Senator  Austin,  a  worsted 
weaver,  if  he  was  a  good  weaver,  earned  $15  per  work  week  of  60 
hours. 

Senator  Austin.  Were  you  engaged  in  that  business  in  1912? 

Mr.  Levy.  I  was. 

Senator  Austin.  Could  you  give  us  the  average  hourly  earnings 
in  your  industry  in  1912  ? 

Mr.  Levy.  Not  from  memory.  I  can  secure  that  for  you  quite 
readily. 

Senator  Austin.  Perhaps  all  my  questions  will  result  in  the  same 
situation,  because  I  would  like  definite  information,  if  possible. 
I  wonder  if  you  would  be  willing  to  take  a  memorandum. 

Mr.  Levy.  Indeed,  I  shall  be  very  happy  to  do  so. 

Senator  Austin.  First,  I  would  like  the  average  hourly  earnings 
m  your  industry.  That  has  relation  to  your  particular  plant  or 
company. 

Mr.  Levy.  The  Stillwater  Worsted  Mills  in  1912  ? 
Senator  Austin.  Yes.     Also  in  1929  and  1934,  or,  if  that  is  too 
recent,  1933. 

Mr.  Levy.  No;  that  is  all  right.  May  I  interrupt  to  say  that 
there  were  violent  wage  fluctuations  between  1929  and  1934,  but 
I  think  that  I  can  get  that  for  you. 

Senator  Austin.  What  I  ask  for  is  the  average. 

Mr.  Levy.  Yes,  sir. 

Senator  Austin.  The  average  hours  of  labor  for  those  3  years. 

Mr.  Levy.  Yes. 

Senator  Austin.  The  average  weekly  earnings. 

Mr.  Levy.  Yes. 

Senator  Austin.  The  number  of  employees. 

Mr.  Levy.  Yes. 

Senator  Austin.  Hie  aggregate  weekly  pay  roll. 

Mr.  Levy.  Do  you  mean  the  average  weekly  pay  roll? 

Senator  Austin.  Yes;  all  these  are  averages. 

Mr.  Levy.  "Aggregate  "  would  not  do  that. 

Senator  Austin.  It  should  be  average.  I  mean  the  total  pay  roll 
averaged. 

Mr.  Levy.  Yes. 

Senator  Austin.  I  do  not  know  whether  you  have  any  statistics 
that  will  show  the  cost  of  living,  but  if  you  can  furnish  me  in  that 
table  the  average  weekly  earnings  interpreted  in  terms  as  of  the  1929 
purchasing  power  for  the  3  years. 

Mr.  Levy.  May  I  express  that  in  another  way  ? 

Senator  Austin.  Yes. 

Mr.  Levy.  Taking  1929  as  100. 
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Senator  Austin.  That  is  the  basis.  What  were  the  average  weekly 
earning  in  terms  of  purchasing  power  for  those  3  years? 

Mr.  Levy.  Might  I  answer  it  this  way,  Senator  Austin:  Taking 
1929  as  100,  what  was  the  relative  purchasing  power  contained  in 
the  wages  of  1912  and  1934? 

Senator  Austin.  That  is  all  right. 

Mr.  Le\^.  That  may  not  be  so  easj^  to  get,  but  I  will  try  to  get 
it  for  you. 

Senator  Austin.  Then  I  would  like  to  ask  you  if  you  have  tried 
out  in  your  plant  any  plan  for  regularization  of  employment? 

Mr.  Levy.  Senator  Austin,  do  you  mean  steady  and  continuous 
employment  ? 

Senator  Austin.  Steady  and  continuous  employment. 

Mr.  Levy.  That  is  a  problem  to  which  our  company  devotes  more 
time  and  attention  than  any  other  problem  that  it  has.  We  proceed 
on  the  belief  that  the  industry  as  such  has  no  purpose  unless  it  pro- 
vides a  sane  and  reasonable  life  for  the  people  who  carry  it  on :  that 
the  supply  of  goods  or  services  or  whatever  else  may  be  included 
must  be  secondary  to  that  primary  purpose.  And  I  can  tell  you  with- 
out looking  up  anything  that  in'^the  last  12  or  14  years  employment 
with  our  company  has  averaged  better  than  48  weeks  out  of  the  52 
weeks  in  the  year. 

Senator  Austin.  That  is  very  interesting.  What  method  have  you 
nsed  for  regularizing  your  employment? 

Mr.  Levy.  The  first  step  in  regularizing  employment  in  any  busi- 
ness is  for  those  at  the  head  of  it  to  believe  that  is  his  first  job.  When 
they  so  understand,  when  they  so  believe,  when  that  is  the  corner- 
stone of  their  business  faith,  everything  that  they  do  contributes  to 
carrying  out  that  belief.  Everything  that  we  do,  every  step  that 
we  take,  tends  towards  that  end. 

Senator  Austin.  Yes;  but  that  does  not  quite  answer  the  question. 
What  is  the  specific  plan  that  you  have  adopted  in  your  plant  for 
doing  that  ? 

Mr.  Levy.  Well,  tliat  is  a  very  large  question,  and  I  will  be  very 
happy  to  answer  it  at  length,  if  you  have  the  patience  to  listen  to  me. 

Senator  Austin.  It  is  a  very  pointed  question,  it  seems  to  me. 

Mr.  Levy.  Indeed,  it  is. 

In  the  first  place,  this  business  does  not  take  any  profits  out.  It 
plows  them  back  in.  I  am  the  principal  stockholder  in  this  business, 
and  for  the  first  15  years  or  more  I  never  had  a  dividend  from  it. 

Senator  Austin.  Beginning  with  what  year? 

Mr.  LE\Tr.  1910.  In  no  year,  and  that  has  been  a  very  profitable 
enterprise,  have  the  stockholders  ever  received  more  'than  4  percent 
cash  dividends.  The  profits  of  the  business  have  been  used  as  the 
means  to  secure  the  continuous  operation  of  the  business.  They  have 
been  invested  and  reinvested  in  every  kind  of  plan  that  could  be 
found,  and  they  also  have  been  invested  in  very  large  amount  in  the 
secure  living  of  the  people. 

Senator  Austin.  Just  what  do  you  mean  by  the  ''  secure  living  of 

the  people  ?  " 

Mr.  Levy.  We  have  a  tremendous  investment,  Senator  Austhi,  in 
modern  and  up-todate  1935  housing,  which  is  rented  at  very  mod- 
erate rentals. 


Senator  Neely.  How  many  houses  does  your  company  own? 

Mr.  Levy.  We  house  now.  Senator  Neely,  pretty  nearly  200  fami- 
lies. We  are  still  bringing  the  housing  conditions  in  our  several 
communities  to  a  higher  and  higher  level. 

Senator  Neely.  What  type  of  construction  have  you  employed? 

Mr.  Levy.  In  New  England,  as  you  may  know,  the  common  type 
of  construction  is  wood.  Almost  all  of  our  houses  are  completely 
modernized.  They  are  spacious.  There  is  a  reasonable  degree  of 
privacy.  There  is  a  reasonable  degree  of  embellishment  and  beauti- 
fication.  We  endeavor  to  arrive  at  sane,  comfortable  living,  to 
which  we  think  the  people  are  entitled,  such  as  the  business  and 
ability  of  our  corporation  will  support.  There  has  to  be  a  happy 
medium  in  all  those  things. 

To  answer  your  question  further.  Senator  Austin,  when  it  becomes 
difficult  to  sell,  as  it  does  periodically  in  our  business,  then  again  we 
must  maintain  the  factory  operations  ahead  of  immediate  profit. 

Senator  Austin.  You  adjust  the  prices? 

Mr.  Levy.  To  the  necessity  of  keeping  the  factory  going.  We  real- 
ize that  we  cannot  always  win  in  business  any  more  than  we  can  al- 
ways win  in  bridge,  but  the  expense  of  life  goes  on  just  the  same. 

Now,  broadly,  that  attempts  to  answer  your  question. 

Senator  Austin.  Do  you  have  the  problem  of  applications  for  jobs 
which  you  cannot  grant? 

Mr.  Levy.  I  think  perhaps  the  United  League  Club  has  a  waiting 
list  as  big  as  ours,  but  I  do  not  know  anything  else  that  does. 

Senator  Austin.  Can  you  give  us  any  information  as  to  the  number 
of  unemployed  in  your  industry? 

Mr.  Levy.  In  the  wool  textile  industry  at  the  moment? 

Senator  Austin.  Yes. 

Mr.  Levy.  I  can  get  it  for  you. 

Senator  Ausitn.  Is  it  a  large  number  ? 

Mr.  Levy.  Well,  the  textile  industrv  had  a  very  difficult  time  from 
March  1934  to  October.  It  came  almW  to  a  standstill.  As  a  result 
of  the  vacuum  it  was  a  very  difficult  time,  but  we  all  became  very 
busy  again  in  October  and  have  been  busy  until  the  present  time.  I 
think  we  are  about  to  enter  another  phase  of  lessened  activity. 

Senator  Austin.  When  you  arrive  at  such  a  point  what  do  you  do  to 
solve  the  problem  of  unemployment  in  your  plant  ? 

Mr.  Levy.  In  our  particular  plant  ? 

Senator  Austin.  Yes. 

Mr  Levy.  Well,  the  very  thing  that  tides  our  business  is  the  thino- 
that  keeps  us  going.  The  fact  that  we  have  put  our  money  back 
and  addressed  all  our  energies  to  that  point  enables  us  to  go  on  dur- 
ing dull  times  when  other  people  cannot,  and  so  we  get  bv. 

Senator  Austin.  You  continue  to  operate  regardless  of  whether 
you  have  a  market  or  not? 

Mr.  Levy.  We  find  a  market,  and  we  are  able  to  do  that  because 
the  money  we  have  put  back  into  our  business,  plowed  into  our 
farm,  has  made  us  more  efficient  than  the  majority  of  our  competi- 
tors. 

Senator  Austin.  Where  are  your  competitors  located? 
Mr.  Levy.  Mostly  in  New  England. 

Senator  Austin.'  If  they  all  did  just  what  vou  do,  have  you  any 
answer  as  to  what  would  happen  to  the  industry? 


106 


THIRTY-HOUR    WORK   WEEK 


THIRTY-HOUR   WORK   WEEK 


107 


Mr.  Levy.  Well,  the  answer  is  that  they  do  not. 

Senator  Austin.  Assuming  that  they  do. 

Mr.  Levy.  We  cannot  assume  that,  human  nature  being  what  it  is. 
A  good  many  people  in  business  insist  on  spending  their  profits  for 
things  outside  their  business.  That  is  a  fact  that  we  cannot  get  away 
from. 

Senator  Austin.  Is  it  a  rational  inference  that  if  all  engaged  in 
the  industry  continued  to  manufacture  at  the  same  production  norm 
through  a  depression,  you  would  have  a  market  glutted  with  your 
product  ? 

Mr.  Levy.  Of  course,  that  is  so;  but  you  asked  me  what  our  particu- 
lar business  did. 

Senator  Austin.  I  know,  and  I  went  a  step  further. 

Mr.  Levy.  The  two  things,  in  my  mind,  are  not  related. 

Senator  Austin.  That  is  to  say,  you  would  not  recommend  the 
adoption  of  your  plan  for  the  entire  industry  ? 

Mr.  Levy.  Senator  Austin,  they  would  flirt  with  sure  death  if  they 
did,  unless  they  were  on  a  basis  that  was  comparable  to  ours,  and 
therefore,  wishing  to  live,  they  do  not  do  it. 

Senator  Austin.  Of  course.  Is  it  also  a  rational  inference  that  to 
operate  according  to  your  ideal  would  ultimately  bring  about  the  dis- 
charge of  labor  in  the  industry  and  increased  unemployment  ? 

Mr.  Levy.  Senator  Austin,  the  more  technical  efficiency  industry 
achieves,  the  greater  will  be  the  amount  of  technological  unemploy- 
ment, and  because  of  that  it  is  necessary  to  adjust  the  hours  of  em- 
ployment from  time  to  time  to  meet  that  situation.  Technological 
advances  will  continue  to  go  on.  We  cannot  harness  the  minds  of 
men,  and  we  do  not  want  to,  but  we  must  adjust  our  civilization  to 
take  care  of  the  things  that  happen  to  it  from  time  to  time. 

Senator  Austin.  As  I  understood  your  statement,  you  did  not 
adjust  the  hours.  You  continued  right  through  without  adjusting  the 
hours. 

Mr.  Levy.  I  am  referring  now  to  a  plan  to  adjust  the  hours  in  all 
industry,  such  as  I  have  submitted  to  this  committee. 

Senator  Austin.  But  in  your  case  you  did  not  practice  that? 

Mr.  Levy.  It  is  impossible  to  practice  that  in  an  individual  con- 
cern.   It  must  be  done  on  a  national  scale.    It  cannot  be  done  other- 


wise. 


Senator  Austin.  Then,  reversing  it,  if  the  Congress  undertakes  by 
statute  to  compel  all  industry  to  operate  as  you  do,  it  would  drive 
men  out  of  employment  by  destroying  factories,  would  it  not? 

Mr.  Levy.  No  one  has  suggested  that  the  Congress  compel  all  in- 
dustry to  operate  as  we  do. 

Senator  Austin.  Of  course  not.  I  am  trying  to  arrive  at  your 
view  of  the  effect  of  putting  the  whole  industry  on  the  same  basis 
as  your  factory. 

Mr.  Levy.  It  cannot  be  done. 

Senator  Austin.  All  right.    That  is  all. 

Senator  Neely.  Are  there  an}^  further  questions? 

Senator  Hatch.  I  am  wondering  if  you  are  offering  the  plan  you 
propose  as  a  substitute  for  the  present  Black  bill. 

Mr.  Levy.  I  should  like  to  have  it  so  considered. 


Senator  Hatch.  You  do  not  think  the  30-hour  bill  alone  is  suffi- 
cient ? 

Mr.  Levy.  I  think  the  30-hour  bill  ought  to  have  been  tried  3  years 
ago.  I  think  that  what  has  happened  since  that  time  will  make  it 
much  more  difficult  to  try  it  now.  I  think  that  there  are  certain 
objections  made  to  the  straight  30-hour  week  which  have  some  merit. 
I  think  that  a  flexible  work  week  continuously  adjusted  to  the  needs 
of  the  people,  provided  that  can  be  done  simply,  is  better.  We  do  not 
know  what  the  right  hours  are.  By  some  such  method  as  I  have  pro- 
posed we  can  find  out.  The  30-hour  bill,  as  now  proposed,  does  not 
take  into  consideration  the  wage  question.  The  matter  of  hours  is 
connected  with  the  wage  question.  The  two  are  bound  up  together, 
and  they  cannot  be  separated.  If  we  have  a  30-hour  week  and  pay 
people  $6  or  $8  a  week,  we  cannot  go  on  according  to  the  civiliza- 
tion of  1935  that  we  have  built  up. 

Senator  HatOii.  I  was  a  little  surprised  at  the  60-day  period  pro- 
vided in  your  plan.    Is  that  not  a  rather  short  time  ? 

Mr.  Levy.  Senator,  how  much  time  have  we  to  deal  with  this?  I 
think  the  criticism  is  justified.  I  think  it  would  be  better  if  a  longer 
time  could  be  had,  but  how  much  longer  can  we  go  on  in  this 
way? 

Senator  Hatch.  Would  60  days  be  a  sufficient  length  of  time  to 
really  test  it  out? 

Mr.  Levy.  I  think  so.  I  would  rather  see  it  90  or  120  days,  if  we 
had  time.  I  am  not  positive  that  every  point  I  have  made  on  this  is 
beyond  debate.  I  think  the  point  you  make  is  quite  debatable.  But 
I  reel  that  the  time  is  very  short  at  the  moment. 

Senator  Neely.  We  are  very  much  obliged  to  you,  Mr.  Levy,  for 
your  interesting  and  enlightening  statement.  Personally  I  commend 
you  for  the  humanitarian  manner  in  which  you  operate  jour  in- 
dustry. 

Mr.  Levy.  Thank  you. 

Senator  Austin.  Mr.  Chairman,  I  should  like  to  ask,  when  Mr. 
Levy  sends  the  information  I  have  requested  that  it  may  follow  his 
statement  in  the  record. 

Senator  Neely.  Yes.    Send  it  to  the  clerk  of  the  committee. 

Is  there  any  one  else  })resent  who  wishes  to  be  heard  ? 

If  not,  the  subcommittee  will  adjourn  until  2  o'clock  tomorrow 
afternoon. 

(Whereupon,  at  11:  30  a.  m.,  an  adjournment  was  taken  until  the 
following  day,  Thursday,  Feb.  7,  1935,  at  2  p.  m.) 
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THTTRSDAY,   FEBRUARY   7,    1935 

United  States  Senate, 

Subcommittee  of  the 
Committee  on  the  Judiciary, 

Washington^  D.  C, 
The  subcommittee  met,  pursuant  to  adjournment,  in  the  committee^ 
room,  Capitol,  at  2  p.  m.,  Senator  M.  M.  Neely  (chairman)  presiding. 
Present:  Senators  Neely   (chairman).  Hatch,  and  Austin. 
Senator  Neely.  3'he  committee  is  ready  to  proceed. 

STATEMENT  OF  J.  B.  PREWITT,  SECRETARY-TREASURER  INTER- 
NATIONAL BROTHERHOOD  OF  BOOKBINDERS,  WASHINGTON 
D.  C.  * 

Mr.  Prewitt.  Gentlemen,  I  am  here  in  the  interest  of  the  Interna- 
tional Brotherhood  of  Bookbinders,  being  secretary-treasurer  of 
that  organization.  It  is  an  allied  organization  with  the  allied  print- 
ing trades,  composed  of  the  Typographical  Union,  the  Pressmen,  and 
so  forth. 

When  our  brief  was  entered  before  the  N.  R.  A.  hearing  last 
September  on  the  graphic  arts  code,  we  submitted  data  and  charts 
showing  that  the  32-hour  week  would  not  absorb  the  unemployment 
in  this  industry.  Our  survey  showed  then  that  there  were  40  percent 
of  the  allied  trades  totally  unemployed.  I  can  say,  however,  that 
there  has  been  some  improvement  in  that,  possiblv  10  percent. '  The 
last  survey  we  had,  which  is  not  complete,  but 'for  1934,  shows  a 
little  better  than  30  percent  totally  unemployed,  and  the  other  70 
percent  only  partially  employed. 

Senator  Neely.  Can  you  translate  those  percentages  into  concrete 
numbers? 

Mr.  Prewitt.  No,  sir ;  I  am  speaking  now  for  the  entire  trade ;  that 
IS,  the  allied  trades.     I  could  not  give  you  that  in  numbers. 

Senator  Neely.  Do  you  have  any  idea  how  many  were  unemployed  ^ 

Mr.  Prewitt.  No;  I  do  not.  I  couldn't  tell  vou  that.  I  would 
say  in  our  trades— well,  I  would  have  to  guess  at'^it.  I  couldn't  (^ive 
you  the  exact  figure.  ^ 

But  we  are  heartily  in  support  of  the  American  Federation  of  Labor 
endorsement  of  this  30-hour-week  bill,  because  we  have  found  from 
experience,  as  I  stated,  that  a  great  portion  of  our  people  are  unem- 
ployed. We  do  not  say  the  30-hour  week  will  absorb  entirely  all  the 
unemployed,  but  we  do  know  that  it  will  have  a  great  tendency  to 
alleviate  this  great  unemployment  we  are  experiencing  now. 

I  have  here  with  me  the  brief  that  we  presented  if  you  gentlemen 
would  care  to  have  it.     That  was  presented  at  the  graplnc  arts  hearing 
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and  will  substantiate  the  statements  I  am  making.    I  will  be  glad 

to  leave  it  with  you.  .  i_  •  ro 

Senator  Neely.  Can  you  furnish  additional  copies  of  the  brief? 
Mr.  Prewitt.  I  suppose  we  have  at  headquarters  40  or  50  copies  of 

the  brief.  .        .  ...  . 

Senator  Neely.  If  you  will  furnish  that  many  copies,  they  will  be 
distributed  among  the  members  of  the  committee   and  the  other 

Senators.  ^         ,    ,  .         ^,  . 

Mr.  Prewitt.  I  will  be  glad  to  do  so.  I  don't  know  of  anything 
I  can  sav  further  about  the  legislation  you  have  before  you,  other 
than  to  state  that  there  is  about  a  10-percent  improvement  now,  as  far 
as  unemployment  is  concerned,  but  there  are  still  a  great  number  of 
our  people  unemployed,  and  we  are  very  much  interested  in  the 
passing  of  this  bill.  .         ,    ^  i    .      ^ 

Senator  Neely.  This  brief  sets  forth  the  points  that  you  desire  to 

make  ? 

Mr.  Prewitt.  Yes.  sir. 

Senator  Neely.  Are  there  any  questions? 

Senator  Austin.  Yes;  I  am  interested  in  that  change. 

I  understood  you  to  say  that  you  had  40-percent  unemployment  in 
September  1934. 

Mr.  Prewitt.  1933. 

Senator  Austin.  That  was  in  1933  ? 

Mr.  Prewitt.  Yes,  sir. 

Senator  Austin.  So  that  the  improvement  has  been  gradually  ac- 
cruing since  September  30,  1933  ? 

Mr.  Prewitt.  Approximately  about  10  percent. 

Senator  Austin.  During  that  time  were  your  hours  limited  by  the 

code . 

Mr.  Prewitt.  Yes,  sir.  Since  the  code  was  approved  our  people 
are  working  40  hours.  That  is  the  workweek  that  is  set  out  in  the 
code  but  only  30  or  40  percent  of  the  total  number  now  are  working 
even  the  40-hour  week.  You  will  see  in  the  brief  that  we  are  averag- 
ing only  about  37.1  i^ercent,  or  we  were  in  June  1933,  of  our  members 
who  were  employed.     The  brief  was  submitted  in  September. 

Senator  Austin.  Thirtv-seven  and  one-tenth  of  employment? 

Mr.  Prewitt.  Of  our  total  membership  that  many  were  employed. 

Senator  Austin.  What  was  the  number  of  unemployed  in  June  ? 

Mr.  Prewitt.  Those  who  were  employed  in  the  industry  and  work- 
ing less  than  40  hours  a  week  was  an  average  of  37.2  in  June  1933. 
We  were  not  then  and  are  not  now  working  the  40-hour  week. 

Senator  Austin.  Tliis  is  37.2  which  approximates  the  average  lor 
industrv  generallv,  does  it  not?  .    i     ^  j 

Mr.  Prewitt.  Yes;  and  applies  particularly  to  our  industry  and 

the  allied  trades.  ^  j.       •    _i     i. 

Senator  Austin.  My  recollection  that  the  average  for  industry 

generallv  was  37.5.  •     o^  o 

Mr.  PKEWiT'r.  Somewhere  near  that.     Ours  is  di.z. 
Senator  Austin.  I  have  no  further  questions. 
Senator  Nepxy.  That  is  all,  Mr.  Prewitt.  .         ^  ,n   on 

The  subcommittee  will  adjourn  until  tomorrow  morning  at  lU:e5U. 
(Whereupon,  at  2 :  15  p.  m.,  the  subcommittee  adjourned  until  the 

followinc^'  dav,  Fridav,  Feb.  8,  1935,  at  10:  30  a.  m.) 
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United  States  Senate, 
Subcx^mmittee  of  the  Committee  on  the  Judiciary, 

Washington,  D.  C. 

The  subcommittee,  pureuant  to  adjournment,  reconvened  in  the 
•committee  room,  Capitol,  at  10 :  30  a.  m..  Senator  M.  M.  Neely  (chair- 
man) presiding. 

Present:  Senators  Neely  (chairman).  Hatch,  and  Austin. 

Senator  Neely.  The  committee  will  please  come  to  order. 

Senator  Austin.  Mr.  Chairman,  before  we  proceed,  do  you  mind 
if  I  make  a  notation  in  the  record  of  some  petitions  that  have  been 
received  ? 

Senator  Neely.  Certainly  not. 

Senator  Austin.  I  would  like  to  have  the  record  show  that  there 
are  on  file  with  the  committee  petitions  signed  by  employees  of  vari- 
ous industrial  institutions,  which  were  presented  here  by  Senators 
from  States  where  these  institutions  are  located,  as  follows : 

Keese  Buttonhole  Machine  Co.,  Rochester  office,  Rochester,  N.  Y., 
presented  by  Senator  Copeland. 

These  petitions  are  signed  by  numerous  employees  and  are  in  oppo- 
sition to  the  bill.  There  are  several  from  the  same  set  of  employees, 
but  they  seem  to  have  been  circulated  in  different  sections  of  the 
factory,  so  they  are  not  really  duplicates. 

Here  is  one  filed  by  Senator  Bennett  Clark,  from  the  same  Button- 
hole Machine  Co.,  but  it  is  the  factory  located  in  St.  Louis,  Mo. 

Then  here  are  other  petitions  signed  by  employees  of  this  company 
located  in  Boston,  filed  by  Senator  Walsh,  of  Massachusetts. 

Attached  to  the  last-mentioned  petition  are  petitions  signed  by 
employees  of  other  companies,  also  filed  by  Senator  W^alsh,  as  fol- 
lows :  Employees  of  the  Johnson- Appleby  Co.,  of  Cambridge,  Mass. ; 
the  Stetson  Shoe  Co.,  Inc.,  of  South  Weymouth,  Mass. ;  employees  of 
the  Worcester  Brass  &  Electric  Plating  Co.,  of  Worcester,  Mass. ; 
employees  of  the  Economy  Machine  Co.,  of  Worcester,  Mass.;  em- 
ployees of  the  Worcester  Wire  Works  Division  of  the  National  Stand- 
ard Co.;  employees  of  the  G.  F.  Wright  Steel  &  Wire  Co.  of  Wor- 
cester, Mass. 

I  also  file  petitions  from  the  employees  of  Sleeper  &  Hockley,  Inc., 
of  Worcester,  Mass.;  employees  of  Groton  Leather  Board  Co.,  of 
West  Groton,  Mass.;  employees  of  the  Musgrove  Knitting  Co!  of 
Pittsfield,  Mass.;  employees  of  the  Rodney  Hunt  Machine  Co., 
Orange,  Mass.;  employees  of  the  Gillette  Carbonizing  Co.,  of  Lowell, 
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Mass.;   employees  of  Cliiett,  Peabody  &  Co.,  Inc.,  of  Leonrnster, 


of  Adams,  Mass.;  employees  of  H.  E.  Locke  &  Co.,  Inc.,  of  Boston^ 
Mass. 

STATEMENT  OF  A.  M.  LOOMIS.  REPRESENTING  THE  AMERICAN 
ASSOCIATION  OF  CREAMERY  BUTTER  MANUFACTURERS, 
WASHINGTON,  D.  C. 

Senator  Nefxy.  Mr.  Loomis,  you  may  proceed. 
Mr.  Loomis.  Mr.  Chairman  and  gentlemen,  my  name  is  A.  M.. 
Loomis.  I  am  the  Washiiiofton  representative  of  the  American  Asso- 
ciation of  Creamery  Butter  Mamifacturers,  which  or<ranization  rep- 
resents in  its  membership  approximately  40  j)ercent  of  all  creamery 
butter  manufactured  in  the  United  States.  My  address  is  G^U)  Indiana 
Avenue,  Washington,  D.  C. 

I  should  say  that  the  facts  I  am  about  to  present  eonw^  from  a. 
wide  experience;  more  from  that  of  others  than  from  my  own.  I 
was  born  on  a  dairy  farm  and  helped  to  handle  milk  and  its  products, 
and  have  represented  this  industry  here  for  over  15  years.  I  was 
engaged  in  agricultural  newspaper  work  upwards  of  20  years  in  the 
dairy  section  of  western  New  York.  I  am  trying  to  qualify  as  an 
expert  witness.  I  was  7  years  secretary  of  the  fanu  bureau  of  one 
of  the  leading  dairy  counties  of  the  United  States. 
Senatr)r  Austin.  What  county  was  that? 

Mr.  Loomis.  Chautauqua  Countv,  N.  Y.  But  much  beyond  my 
own  experience  I  am  using  in  tiiis  statement  the  experience  of 
the  leaders  of  our  industry,  our  officers,  and  especially  our  secre- 
tary-manager, W.  F.  Jensen,  a  practical  creamery  owner  and  oper- 
ator of  plants  in  Kansas.  Nebraska,  Missouri,  and' all  the  intermoun- 
tain  and  Pacific  Coast  States  for  more  than  40  years. 

Senator  Austin.  Is  that  the  same  man  who  was  with  the  Depart- 
ment of  Agriculture — Dr.  Jensen? 

Mr.  Loomis.  No:  tliis  man  was  born  and  brought  up  and  spent 
his  entire  life  in  the  creamery  industry.  He  was  l>ora  and  trained 
in  business  in  Denmark,  and  is  considered  one  of  the  pioneers  of 
the  American  creamery  industry. 

We  are  all  in  full  sympathy  'with  all  measures  that  can  be  taken 
by  Congress  and  by  the  administration  to  revive  agriculture  and 
business  activities  and  to  bring  faith  and  hope  to  American  labor 
by  increasing  employment,  and  to  bring  faith  and  hope  to  American 
agriculture  by  increasing  the  market  for  our  products. 

My  appearance  here  is  not  for  the  purpose  of  presenting  criticism 
or  interfering  with  constructive  work.  It  is  rather  mv  purpose  to 
point  out.  from  practical  experience,  those  essential  points  which 
you  should  know  in  connection  with  the  labor  question  in  the  meas- 
ure now  before  your  committee  as  applied  to  the  manufacture  of 
extremely  perishable  food  products,  among  which  are  milk  and  cream 
and  the  products  processed  by  manufacturers  therefrom,  especially 
butter,  cheese,  and  the  by-products  of  sweet  milk  and  buttermilk. 


A  30-hour  week  and  a  6-hour  day,  we  are  convinced,  cannot  suc- 
<cessfully  be  applied  to  these  manufactured  products,  because  of  prac- 
tical considerations  which  cannot  be  changed  by  law.  A  limitation 
of  hours  of  work  might  be  applied  successfully  to  such  products  as 
are  not  perishable,  in  connection  with  which  the  day's  activities  can 
b^  ended  at  a  definite  time,  without  incuring  spoilage;  or,  in  other 
words,  activities  that  can  be  conducted  within  definite  time  limits 
or,  in  some  industries  perhaps,  where  double  shifts  are  possible,  and 
in  connection  with  raw  materials  of  which  quantities  can  be  kept  on 
hand  without  spoilage. 

Creameries  and  cheese  factories  are  not  in  this  class.  They  begin 
the  day  with  bare  floors,  or  with  only  such  stock  as  may  be  accumu- 
lated within  less  than  24  hours,  and  labor  therein  is  definitely  gov- 
erned by  the  delivery  of  the  raw  product  to  the  plant,  namely,  milk 
and  cream,  as  it  comes  in  each  day. 

Milk  must  be  delivered  each  day  in  order  for  it  to  arrive  sweet; 
but  the  greater  part  of  all  deliveries  comes  from  the  farm  in  the 
shape  of  cream,  and  the  farmer  brings  his  cream  to  town  when  it  is 
convenient  for  him  and  when  it  is  most  economical  for  him  to  do  so. 
Forty  percent  of  all  cream  deliveries  arrive  at  the  creamery  on  the 
last  2  days  of  the  week,  when  the  farmer  does  most  of  his  shopping 
in  town.  Bargain  day  in  a  town  where  there  is  a  creamery  will 
often  bring  in  as  much  cream  as  any  three  ordinary  days.  The 
farmer  does  most  of  his  shopping  in  town  on  such  days,  and  that  is 
the  real  market.  The  other  60  percent  comes  to  the  creamery  during 
the  other  days  of  the  week,  and  some  is  delivered  on  Sundays,  when 
the  farmer  comes  to  church.  Conditions  of  that  sort  cannot  be 
changed  in  any  way,  whether  by  law  or  otherwise. 

Other  conditions  also  affect  deliveries.  A  farmer  may  devote  him- 
self to  field  work,  when  the  weather  is  favorable  to  such  work,  and 
does  not  come  to  town.  Stormv  davs  occur  in  the  summer  and 
very  cold  snowy  days  in  the  winter,  which  are  periods  when  the 
farmer  may  not  come  to  town  for  several  days.  In  other  words,  the 
creamery  has  no  control,  and  this  proposed  measure  gives  no  control. 
An  even  definite  deliverv  cannot  be  assured  every  dav  or  even  at 
stated  intervals. 

Cream  is  transported  on  trucks  and  on  trains,  and  here,  too,  there 
are  unavoidable  delays,  so  that  it  can  be  seen  that  milk  and  cream 
as  it  comes  to  the  creamery  cannot  be  made  subject  to  definite 
working  hour  limits,  due  to  the  great  variation  in  quantity  and 
delivery.  You  should  understand  that  in  a  very  large  part  of  this 
industry  the  cream  is  delivered  to  the  station,  and  not  to  the  cream- 
ery. This  may  be  the  cause  of  considerable  delay,  as  it  is  shipped 
by  train  or  truck  from  the  station  to  the  plant. 

Cows  furnish  milk  every  day,  and  that  milk  must  be  taken  care 
of.  It  can  be  done  as  long  as  it  remains  on  the  farm,  of  coui*se, 
within  reasonable  limits,  but  in  actual  practice  cream  deliveries  are 
subject  to  w^eather  conditions  and  to  the  desire  of  the  farmer  to  econ- 
omize on  his  delivery  cost  and  to  make  his  trip  to  town  fit  in  with 
other  necessities  and  with  the  weather. 

When  the  milk  and  cream  reach  the  creamery  or  cheese  factory 
they  must  be  promptly  taken  care  of.  They  cannot  be  carried  over 
until  the  next  day,  oecause  at  this  stage  deterioration  is  rapid.    The 


114 


THIRTY-HOUR   WORK    WEEK 


work  in  the  factory  must  be  completed  each  day  as  to  the  receipts 
of  that  day. 

Day  by  day,  ever  more  by  seasons,  hours  of  labor  vary  greatly, 
in  churning,  m  cheese-making,  in  working  and  finishing  the  product 
and  conditioning  it  for  sale,  and  also  in  handling  the  by-products, 
such  as  dried  milk  powder,  casein,  buttermilk,  and  whey  in  con- 
densed or  powdered  form.  And  I  may  say  that  we  do  not  waste 
many  by-products. 

The  condition  of  the  milk  and  cream  as  it  reaches  the  factory 
also  varies.  There  may  be  a  gassy  condition  due  to  extremely  hot 
days,  and  there  may  be  a  high  acid  condition,  or  there  may  be  unde- 
sirable flavors  due  to  wild  onions  and  other  weeds.  All  of  this 
requires  additional  work  at  times,  but  the  products  must  be  handled 
to  a  finish  or  they  might  spoil  or  be  reduced  from  the  grade  or 
quality  required  for  human  consumption  to  a  much  less  valuable 
product  usable  only  for  poultry  or  stock  feed,  involving  heavy  losses. 

It  is  not  possible  to  stop  at  any  stage  of  the  processing  of  a  dairy 
product  until  it  is  finished.  When  the  start  is  made  it  must  be 
carried  through  to  a  finish.  No  method  is  known  to  the  industrv 
that  would  overcome  the  compelling  necessity  of  finishing  each  day  s 
operations  on  all  of  the  products  on  hand. 

The  creamery  industry  is  handling  all  the  products  offered  to 
its  plan.  I  want  to  emphasize  that.  It  affords  a  constant  daily 
market  at  a  cash  price  for  absolutely  every  pound  of  milk  and  cream 
which  is  offered  to  any  plant  in  the  United  States.  That  is  the  basis 
of  the  stability  of  the  industry,  and  it  is  a  decided  benefit  to  more 
than  5  million  dair}^  farmers  in  the  United  States  to  have  that 
constant  market  and  that  steady  income  available  during  the  period 
through  which  we  have  been  passing.  The  industr}'  has  maintained 
its  full  quota  of  employment  during  the  hard  years.  Positive  proof 
of  tliis  is  the  fact  that  in  the  year  1926  the  total  make  of  creamery 
butter  in  the  United  States  was  1,451,766,000  pounds,  while  in  the 
last  year  of  record,  which  was  1934,  the  total  make  of  creamery  butter 
in  the  United  States  was  1,654,000,000,  an  increase  since  1926  of 
203,000,000,  or  about  14  percent  in  1934  over  the  production  in  1926. 

The  make  of  cheese  has  also  been  maintained  and  increased. 
Prices  have  been  low,  but  production  and  factory  employment  have 
not  been  interfered  with.  Even  the  drought  experienced  during 
that  period  has  occasioned  very  small  change  in  the  amount  of  milk 
and  cream  produced  in  the  United  States,  except  in  two  or  three 
States,  particularly  South  Dakota.  There  is  less  than  5  percent 
reduction  due  to  the  bad  drought  condition.  Tlie  farmers  found 
feed  for  tlieir  dairy  herds  because  that  was  their  source  of  cash 
income. 

The  labor  employed  in  creamery  plants  is  almost  entirely  skilled. 
A  buttermaker  must  have  from  2  to  3  years'  training,  including  the 
necessary  tlieoretical  knowledge  obtained  only  in  an  agricultural 
college.  It  takes  nearly  that  long  to  train  a  cheese  maker,  who  must 
also  possess  the  theoretical  knowledge,  obtained  in  colleges.  Such 
men  as  cream  graders,  testers,  assistant  buttermakers,  and  important 
helpers,  all  require  training  from  1  year  upward,  before  they  can 
take  charge  of  work  in  dairy  plants.  The  handling  of  these  prod- 
ucts requires  the  utmost  care,  not  only  from  the  standpoint  of  quality 
but  also  from  that  of  sanitation,  and  the  preservation  of  those  im- 
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portant  nourishing  health-producing  elements  possessed  by  butter 
and  also  by  cheese,  in  which  the  consuming  public  has  faith,  and 
on  which  a  national  educational  program  has  been  maintained  for 
years,  resulting  in  consumer  demand  for  the  entire  production,  in- 
cluding the  rapid  expansion  that  has  taken  place. 

In  connection  with  the  proposed  hour-limitation  measure,  the 
purpose  of  which  is  to  increase  employment  and  to  establish  double 
shifts,  it  is  for  me  to  show  that  this  cannot  be  done  with  the  dairy 
products  I  have  described. 

I  have  shown  that  there  has  been  no  decrease  in  employment  in 
our  dairy  plants.  Indeed,  the  volume  is  greater  than  it  was  before 
the  depression  began.  I  have  shown  that  skilled  labor  is  required — 
training  that  cannot  be  had  in  a  few  days,  weeks,  or  months;  that 
it  takes  years  to  teach  men  creamery-  and  cheese- factory  work. 
Therefore,  if  these  dairy  products  are  included  in  the  contemplated 
measure,  and  if  double  shifts  of  labor  should  become  necessary, 
§  trained  and  dependable  men  cannot  be  obtained.  They  are  not  in 
existence  in  the  numbers  required  to  man  the  creameries  and  cheese 
factories  with  double  shifts  and  to  fulfill  the  responsibilities  con- 
nected with  such  work,  which  involves  not  alone  economics,  but  also 
human  health,  in  preparing  these  important,  highly  perishable  foods. 

We  will  soon  enter  another  period  of  heavy  production.  Cows 
will  soon  go  on  grass  throughout  the  United  States,  and  in  the  next 
90  days  production  of  milk  and  cream  will  increase  to  double  the 
present  output.  It  would  be  sheer  impossibility  to  man  8,000  of 
these  plants  with  double  shifts. 

There  are  about  4,500  creameries  and  approximately  3,000  cheese 
factories  in  the  United  States.  Just  as  an  exhibit  I  brought  along 
this  directory.  It  requires  a  directory  of  this  size  to  list  the  cheese 
factories,  butter  factories,  condensed  and  evaporated  milk  factories 
in  the  United  States. 

Senator  Hatch.  What  is  the  number  of  each  ? 

Mr.  L00MI8.  Butter  factories  4,500,  and  approximately  3,00(> 
cheese  factories. 

Senator  Austin.  How  many  pages  are  listed  in  that  directory? 

Mr.  LooMis.  The  directory  to  the  end  of  the  factories  listed  takes 
to  page  210.  There  is  an  introductory  section  of  15  or  20  pages, 
and  a  few  pages  of  advertising.  Then  there  are  some  30  or  40  pages 
of  business  information  concerning  the  distribution  of  the  products, 
making  up  the  last  section  of  the  £>ok. 

These  plants  vary  in  size  from  one-man  plants  to  plants  employ- 
ing a  hundred  or  more  people.  There  are  no  uniform  rules  or 
methods  of  operation  for  different  areas,  and  they  vary  according 
to  weather  and  producing  conditions,  and  require  special  training 
to  cope  with  them  in  the  various  sections.  Thus  the  skilled  labor 
would  not  be  interchangeable.  Conditions  in  Texas  are  very  dif- 
ferent from  those  in  Minnesota.  The  Texas  colleges  train  men  for 
work  according  to  conditions  that  exist  in  that  State ;  in  Minnesota 
and  Iowa  they  are  trained  for  different  conditions.  So,  as  I  said, 
this  trained  and  skilled  labor  is  not  interchangeable  between  the 
States. 

Our  association  has  advocated  and  our  members  have  observed 
the  President's  Reemployment  Agreement  to  the  best  of  their  ability. 
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SS"'  ^^  ^''"  "^'^^^^^  ^"''^^^^  ^"  *^^  ^"^"«*^-^  ^^"^  to  that 
atflTume^'"'^''*  '"'''"  "'"''^  unemployment  is  there  in  the  industry 

Mr.  LooMis.  It  is  very  small. 

I  am  not  able  to  give  you  more  than  a  guess.  There  are  no  records 
foi-  these  small  plants.  I  nthe  large  plants  $  dcm^  beLTeTthe 
present  time  there  is  over  10  percent,  at  the  outside  mluctfon  in 
employment  below  the  1926  level.  ouisicie,  i eduction  in 

As  I  said,  our  association  has  advocated  and  our  members  have 
observed  the  President's  Reemployment  Agreement,  and  will  con! 

Ss^^atTnX^  'P"i'  V"'  rrr^  legislation;  but  we  must 
tt  1  fl  K  7  ^PP^^^^t^^'^  ^f  the  hour  limit.  It  does  not  lend 
ihf  K  M  tu^'f^^':  ^^  ^"'*  commodities,  nor  is  it  possible  to  secure 
£  aJpS.  necessary  should  double-shift  requirement^ 

The  proposed  measure  has  another  serious  feature  affoctinff 
thTwTnf/''''  '^'''f  t^'^^'"^"''  ^"^  ^^^t ''  th^  competitive  condition 

Our  industry   differs  from  any  others  in   that  creameries   and 
cheese  factories  exist  everywhere,  all  over  the  Nation,  and  many  are 
or  could  be    operated  strictly  to  supply  the  local  market,  and  thus 
avoid  the  added  costs  which  this  measure  would  lew  upon  inter- 
state  operators.  ^      ^ 

j^7^?/^'^  P^fi'tj  'T^'?^  ^''^  ^^^  operating  both  interstate  and 
intrastate  would  hnd  themselves  handicapped  and  perhaps  faced 
with  msurniountable  obstacles,  and  would  have  to  withdraw  from 
the  interstate  business.  That  would  be  a  serious  upset  to  any  indus- 
try,  but  especially  in  ours,  which  is  so  well  balanced  and  has  carried 
on  without  a  break  or  let-down  during  the  depression. 

.i.i,i  1     ?V^'*u^^^•'™^?  ^.""^  gentlemen,  that  the  proposed  measure 
should  establish  a  line  of  demarcation  between  industries,  and  that 
the  measure  should  exempt  the  large  and  important  industry  engac^ed 
m  the  manufacture  of  butter,  cheese,  and  byproducts.        "^      *=  ^ 
Senator  Neely.  Are  there  any  questions  ? 

c^r^r^^  ^^™,^-  ^^  P^^^.  ^  «f  the  proposed  act,  line  18,  subpara- 
graph (b)  of  section  7,  is  this  exception : 

...^i''^^!''^  "'   this   act   shall   be  construed   to  apply   to   aj,'ri,Milniral   or  farm 
products  processed  for  first  sale  by  the  original  producer 

Will  you  please  explain  why,  if  it  is  true,  that  exception  does  not 
relieve  your  industry  from  the  operation  of  this  measure? 

Mr.  LooMis.  We  always  give  a  good  deal  of  attention  to  excep- 
tions in  measures  of  this  kind,  because  of  the  fact  that  exceptions 
usually  bring  about  extremely  strained  competitive  relations.    The 
important  phrase  m  that    as  we  see  it,  is  contained  in  the  three 
words,     the  original  producer."    That  means  and  was  apparently 
intended  by  the  author  to  mean  the  farmer  who  makes  his  own 
butter  and  ch^se  on  his  own  farm.     We  are  convinced  that  is  not 
the  legal  significance  of  that  phrase;  but  that,  while  it  means  that, 
it  also  means  the  farm  cooperative  which  make  their  butter  and 
cheese  m  the  p  ants  operated  by  the  real  cooperatives.    That  in- 
cludes considerably  less  than  half,  perhaps  not  over  one-third  of  the 
total  number  m  the  United  States,  and  would  create  an  extremely 
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bad  competitive  situation  as  between  those  small  plants,  chiefly  small 
plants,  operated  by  farm  cooperatives,  and  the  large  bulk  of  the 
industry  which  is  divided  half  and  half  between  small  and  large 
plants  operated  by  private  capital. 

Senator  Austin.  Are  you  aware  that  in  large  milk  sheds,  like 
New  England,  there  is  a  constant  conflict  between  distributors  who 
are  also  producers,  in  the  form  of  cooperatives,  and  those  who  are 
distributors  strictly  and  not  producers? 

Mr.  LooMis.  Yes;  we  are  very  familiar  with  that. 

Senator  Austin.  Is  it  true  that  that  is  one  of  the  most  complex 
problems  with  which  the  Agricultural  Department  is  now  dealing? 

Mr.  LooMis.  Particularly  in  the  dairy  industry,  much  more  there 
than  anywhere  else.  It  is  extremely  competitive.  It  is  causing  all 
the  trouble  in  New  England  at  this  time. 

Senator  Austin.  Do  you  know  how  far  that  extends  over  the 
country  as  a  whole? 

Mr.  LooMis.  In  the  fluid-milk  industry.  Senator  Austin,  it  is  quite 
wide-spread.  It  occurs  in  every  area  in  which  there  are  operating 
milk-distributing  cooperatives  of  any  material  size.  The  increase  in 
the  number  of  producer  distributors  in  the  milk-distributing  indus- 
try in  the  United  States  in  the  past  few  years  runs  into  the  thou- 
sands. The  figures  were  put  into  the  record  at  the  N.  R.  A.  hearing 
on  the  proposed  milk  distributors'  code.  I  cannot  repeat  them,  but 
they  can  be  secured. 

Senator  Austin.  If  this  committee  should  be  inclined  to  modify 
or  amend  the  act,  is  there  anv  amendment  that  vou  have  in  mind 
to  take  care  of  the  bad  results  of  the  bill  on  3^our  industry  ? 

Mr.  Ix)OMis.  I  have  not  made  a  study  to  develop  that  language 
particularly.  Senator  Austin,  but  I  should  say — probably  the  mem- 
bers of  the  committee  know  this — that  we  have  appeared  before  both 
the  House  committee  and  the  Senate  committee  which  considered  a 
bill  of  similar  import  some  time  ago,  and  in  both  cases  we  secured 
the  exemptions  which  we  asked  for.  There  has  been  practically 
unanimous  action  heretofore  on  the  part  of  the  committees  to  except 
dairy  products.  But  this  bill  is  drafted  differently.  It  undertakes 
to  reach  the  obiective  in  a  considerablv  different  wav  than  hereto- 

V  ft/  •■ 

fore.  I  rather  anticipated  that  question  would  be  asked  me  and  I 
looked  it  over  a  little  bit  this  morning.  I  found  so  many  places  in 
it  which  seem  to  require  changing  that  I  did  not  get  very  far  along 
that  line.  Perhaps  I  should  call  attention  to  the  exception  in  the 
first  section,  which  reads: 

Provided,  That  upon  the  submission  of  satisfactory  proof  of  the  existence  of 
special  conditions  in  any  industry  included  herein,  making  it  necessary  for 
certain  persons  to  be  eniployed  more  than  five  days  in  any  week  or  more  than 
six  hours  in  any  day.  the  Secretary  of  Labor,  or  his  duly  selected  representa- 
tives, may  issue  exemption  permits  with  respect  to  such  persons,  relieving  the 
employer  from  the  provisions  of  this  act,  with  reference  to  such  persons. 

That  is  a  safeguard  which,  of  course,  is  very  essential  in  the  gen- 
eral oi>eration  of  any  such  w^holesale  legislation  as  this,  but  it  does 
not  seem  to  us,  in  the  case  of  75  to  90  percent  of  our  industries,  that 
such  exemptions  would  be  required  or  that  we  ought  to  be  subject  to 
that. 

Then  I  read  over  in  the  bill  and  find  that  section  (3  (a)  ignores 
that.     Section  (b)  seems  to  ignore  it,  and  section  4  also  seems  to 
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ignore  it.  both  in  subsections  (a)  and  (b).  Section  3  covers  the 
matter  of  governmental  loans  to  employers.  That  is  entirely  with- 
out any  exception.  I  am  extremely  glad  to  say  that  we  in  the 
dairy  industry,  except  in  a  very  few  cooperative  cases,  have  never 
asked  for  or  wanted  Government  loans,  but  we  could  not  possibly 
get  a  Government  loan  under  this  bill,  even  if  we  took  advantage  of 
the  exception.     The  same  statement,  as  I  read  it,  applies  to  3  (b). 

Section  4  relates  to  codes  of  fair  competition  and  agreements,  and 
is  drawn  in  such  language  that  even  if  we  took  advantage  of  the 
exception  and  could  work  our  employees  more  than  30  hours,  we 
would  be  forbidden  to  take  advantage  of  the  provisions  of  the 
N.  K.  A. 

Section  4  (b)  refers  to  agreements  which  would  invalidate  our 
P.  R.  A.  agreement  at  the  present  time. 

When  I  noticed  these  particular  things  I  just  stopped  thinking 
that  I  could  easily  draw  an  amendment,  and  I  thought  I  would  leave 
it  in  the  shape  it  is  in  now. 

Senator  Austin.  You  understand  that  the  provisions  of  section 
1  relate  to  persons  and  not  to  industry  ? 

Mr.  LooMis.  Not  to  industry,  but  only  to  persons.  It  would 
simply  make  it  necessary  to  create  a  large  personnel  record  to  try 
to  handle  the  10,000  or  15,000  or  20.000  people  now  employed  in  our 
industry. 

Senator  Hatch.  Suppose  you  were  granted  an  exemption  to  take 
care  of  your  entire  industry.     That  is  your  suggestion,  is  it  not  ? 

Mr.  LooMis.  That  is  my  suggestion.    That  is  what  has  been  done 
,when  bills  for  this  purpose  have  been  considered  heretofore. 

Senator  Hatch.  You  said,  if  I  understood  you  correctly,  there 
had  only  been  a  5-percent  reduction  during  the  drought  period? 

Mr.  LooMis.  I  should  amplify  that  figure  a  little  bit.  What  I  in- 
tended to  sav  was  that  the  total  reduction  in  the  amount  of  cream 
and  butter  produced  in  the  United  States  in  the  last  year  was  only 
6  percent  below  the  previous  year.  The  drought  trouble  was  one 
factor,  and  the  other  was  the  eradication  of  diseased  animals.  Those 
two  factors  together  have  only  caused  that  reduction.  This  industry 
has  maintained  itself  without  governmental  aid  or  regulation  of 
any  kind  ever  since  there  has  been  a  creamery  industry,  and  has 
supplied  just  about  the  amount  of  butter  which  the  United  States 
uses.  The  export  and  import  situation  in  general  varies  only  a  few 
million  pounds  one  way  or  the  other  for  25  or  30  years.  We  now 
have  a  shortage  of  butter,  which  will  continue  until  feed  supplies 
■come  in. 

Senator  Hatch.  And  I  understood  you  to  say  you  have  only  10 
percent  unemployed? 

Mr.  LooMis.  I  am  making  that  statement  very  tentatively.  I  don't 
know.    I  am  certain  that  it  is  not  over  that. 

Senator  Neely.  Thank  you,  Mr.  Loomis. 

STATEMENT  OF  WALTER  MITCHELL,  JR.,  SECRETARY  OF  CODE 
AUTHORITY  OF  THE  FURNITURE  MANUFACTURERS'  INDUS- 
TRY, WASHINGTON,  D.  C. 

Mr.  Mitchell.  Mr.  Chairman  and  gentlemen,  I  am  representing 
here  an  industry  of  something  over  2,400  plants,  reduced  from  about 
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3,600  in  1929  by  the  mortality  of  the  depression,  employing  about 
100,000  workers  at  the  present  time,  which  is  reduced  from  a  high 
point  of  nearly  200,000,  not  necessarily  in  1929,  because  the  peak  of 
the  volume  in  the  industry  was  previous  to  that. 

As  representative  of  the  furniture-manufacturing  industry,  I  am 
instructed  to  express  our  opposition  to  the  proposal  for  a  rigid 
30-hour  week,  because  we  believe  it  will  hurt  the  business  volume 
of  the  industry  and  the  earnings  of  its  workers.  On  the  basis  of 
considerable  experience  in  compiling  and  analyzing  statistics  for  the 
Department  of  Commerce,  and  from  previous  research  in  economic 
problems,  I  will  also  venture  to  point  out  some  fallacies  and  mis- 
taken deductions  in  the  pamphlet  recently  published  by  the  Ameri- 
can Federation  of  Labor,  with  authorship  attributed  to  Mr.  William 
Green.  Then,  if  desired,  I  shall  be  glad  to  file  unofficially  with  the 
committee,  a  substitute  proposal  which  several  members  of  our  in- 
dustry believe  would  be  a  better  method  of  attaining  the  major 
objectives  described  by  this  bill,  namely,  reemployment  of  our  desti- 
tute workers  and  recovery  of  American  industry. 

The  furniture  industrv  is  now  and  has  been  for  over  a  vear  under 
a  code.  We  feel  that  we  have  made  a  successful  effort  to  comply  with 
the  President's  Reemployment  Agreement  to  begin  wuth,  and  the 
industry  expects  to  continue  its  effort  at  compliance.  The  average 
hourly  wages  from  the  low  point  in  the  spring  of  1933  have  increased 
from  60  to  87  percent  in  various  regions.  The  individual  plant  in- 
creases were  as  high  as  150  percent.  On  the  whole  these  average 
wages  advanced  more  than  the  minimum  wages  in  many  industries. 
An  index  of  average  hourly  wages  in  the  South  with  a  1929  base 
figured  at  100  is  as  follows:  1930,  93;  1931,  80:  1932,  67:  19S3,  107; 
1934,  108. 

One  interesting  feature  of  code  operation,  due  to  limitation  of 
hours  as  well  as  minimum  wages,  is  a  jump  in  the  labor  content  of 
our  product  about  25  to  33  percent.  That  is  a  general  average  figure 
variable  depending  upon  the  type  of  furniture. 

The  price  increase  necessary  to  cover  the  increased  labor  cost 
would  run  anywhere  from  15  to  28  percent,  or  an  average  of  about 
22  percent.  This  is  obtained  by  multiplying  together  the  labor  con- 
tent of  the  manufacturing  process  and  the  rate  of  increase  in  the 
hourly  wage,  both  of  which  figures  are  quoted  above.  However, 
price  indexes  show  that  the  price  increase  from  the  same  low  point 
is  only  about  20  percent.  Obviously,  this  does  not  include  any  of 
the  increased  cost  of  materials  and  overhead  since  it  does  not  cover 
all  the  labor  increases.  The  only  conclusion  possible,  which  is  sup- 
ported by  the  operating  figures,  is  that  the  industry  has  been  unable 
to  pass  on  to  the  public  a  large  part  of  this  increased  cost  and  has 
suffered  severely  from  losses.  Sales  volume  for  1934  showed  a 
smaller  total  than  for  1933  when  many  other  industries  were  forging 
ahead.  We  feel  that  many  other  industries  are  subject  to  the  same 
basic  circumstances.  In  adjusting  labor  costs  in  the  durable  con- 
sumer goods  industry  we  should  remember  that  these  products  must 
compete  with  many  other  luxuries  for  the  consumers'  "  spare  dollars." 

Furniture  is  an  industry  of  small  plants  which  have  relied  upon 
their  flexibility  for  their  very  existence.  It  is  difficult  and  may 
prove  impossible  for  this  industry  to  prosper  under  the  rigid  maxi- 
mum hours  set  up  in  the  code.    The  adverse  effect  falls  directly  upon 
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the  worker.  We  found  from  a  questionnaire  which  we  recently  sent 
out  to  700  furniture  manufacturers  around  the  country,  that  over 
two-thirds  of  them  found  that  the  annual  earnings  per  worker 
decreased  under  code  operation,  even  though  the  hourly  wage  rates 
were  considerably  higher.  The  point  is  that  this  rigid  limitation 
chops  off  the  peaks  of  seasonal  production  but  does  not  fill  the 
valleys,  cannot  control  the  psychology  of  the  retail  trade  or  the 
consuming  public. 

Retailers  who  customarily  order  their  fall  requirements  and  holi- 
day requirements  in  July,  August,  and  September  did  not  this  year 
place  their  orders  until  October  and  November,  practically  all  of 
them  for  rush  shipment.  The  factories  could  not  possibly  expand 
their  personnel  rapidly  enough  to  handle  this  rush  of  orders  within 
the  code  hours.  It  would  be  hard  to  get  a  skilled  worker  acquainted 
with  a  strange  factory  in  time  to  be  of  much  use  when  the  produc- 
tion schedule  must  be  run  off  in  3  or  4  weeks ;  to  say  nothing  of  the 
problem  of  training  green  help.  We  were  flooded  with  requests  for 
exemption  from  the  maximum  hours  but  the  N.  R.  A.  was  not 
equipped  to  act  upon  them  quickly  enough  to  be  of  any  value.  By 
the  time  one  firm  had  refused  an  order  because  it  would  be  impos- 
sible to  produce  it  under  the  code  restrictions,  it  was  usually  too  late 
for  the  retailer  to  order  from  any  other  firm. 

Senator  Austin.  Have  you  a  comparable  percentage  that  could 
be  set  up  against  that  average  hourly  wage  to  which  you  referred  a 
short  while  back? 

Mr.  Mitchell.  Unfortunately  I  do  not  have  that  figure.  I  was 
examining  this  morning  the  report  of  the  Bureau  of  Labor  Statis- 
tics, which  T  think  is  not  far  wrcmg.  There  is  a  slight  drop  in  the 
employment  index,  because  of  the  failure  to  keep  pace  with  the 
industrv,  l)ut  the  pay-roll  index  appears  to  be  fairly  accurate,  I 
caT)  go  into  that,  if  you  wish. 

Senator  Austin.  1  will  not  take  the  time  now,  if  you  can  furnish 
that  later. 

Mr.  Mitchell.  I  will  trv  to  do  that. 

A  surprising  thing  to  us  as  well  as  to  labor  theorists  is  that  94 
percent  of  our  factories  find  with  short^uied  hours  and  increased 
hourly  wages  the  unit  cost  of  production  has  gone  u])  faster  than  the 
wages ;  when  we  w  ould  have  expected  it  to  go  down  because  of  greater 
efficiency  of  workers  under  the  shorter  hours.  Perhaps  this  is  a  tem- 
porary psychological  difficulty  arising  from  the  greater  safeguards 
thrown  around  the  ranks  of  labor  by  the  codes  and  the  feeling  on  the 
part  of  many  workers  that  they  no  longer  have  to  put  forth  their 
best  efforts  in  order  to  hold  their  jobs. 

Because  many  of  the  workers  need  the  extra  pay  during  the  peak 
period  in  order  to  tide  them  over  in  the  slack  period,  this  ])rovision 
is  probably  not  w^ell  enforced  in  the  small  towns.  We  suspect  that  in 
a  number  of  cases  the  employer  and  employees  conspire  to  violate 
the  code  for  their  mutual  benefit  and  we  never  hear  of  it.  That  is  a 
natural  human  tendency. 

Senator  Austin.  You  say  they  "  conspired."  I  have  in  mind  many 
places  where  there  are  small  factories  surrounded  by  groups  of 
houses.  The  labor  market  is  very  limited.  The  workers  as  well  as 
the  owners  are  interested  in  th<'  continued  operation  of  the  factory. 
We  will  say  a  given  factory  has  been  in  the  red  for  years.    The  em- 
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ployees  are  making  a  living  out  of  it,  and  the  owners  are  making 

Mr.  Mitchell.  My  choice  of  a  word  was  unfortunate.  I  do  not 
want  to  leave  the  impression  that  such  violations  are  general.  Appar- 
ently, some  of  the  employers  have  paid  their  workers  time  and  one- 
half  while  operating  over  the  code  maximum.  The  code  would,  of 
course,  prohibit  them  from  doing  it  at  all.  The  point  is  that  we  feel 
the  enforcement  of  existing  labor  provisions  in  the  code  would  be  of 
greater  benefit  to  labor  and  the  income  of  the  laborers  than  would 
the  enactment  of  a  new  law  damaging  the  business  confidence  and 
still  more  difficult  to  enforce. 

Senator  Austin.  In  your  opinion,  could  such  a  factory  operate 

under  a  measure  of  this  kind  ? 

Mr.  Mitchell.  I  do  not  think  so.  Rigidity  works  a  hardship  on 
these  small-town  plants.  The  employers  and  the  workers  have  a 
common  interest  adverse  to  the  principle  of  this  proposed  bill. 

I  believe  that  the  30-hour  week  has  been  largely  self-enforcing 
wherever  it  is  practical.  If  a  plant  has  sufficient  skilled  labor  in  the 
neighborhood  and  sufficient  equipment  to  operate  on  a  30-hour  week 
basis  it  is  likely  to  do  so  during  most  of  the  year.  The  men  would  be 
more  efficient  during  the  shorter  hours  and  the  plant  would  have  a 
wide  margin  of  increased  production  during  the  rush  period  by  step- 
ping up  to  the  code  maximum  of  44  hours  for  a  few  weeks,  without 
the  expense  and  delay  of  training  new  help. 

In  the  N.  R.  A.  labor-policy  hearing  last  week  this  industry  filed  a 
statement  suggesting  that  code  limitations  on  hours  be  adjusted  to 
the  natural  seasonal  cycles  of  the  industries  affected  so  that  they 
would  not  damage  business  volume,  curtail  workers'  incomes,  and  re- 
tard recovery.  Over  a  10-year  period  the  mean  average  variation 
between  the  quarters  in  this  industry  have  been  as  follows:  First 
quarter.  24.6:  second  quarter,  21.7;  third  quarter,  28.7;  fourth  quar- 
ter, 25.0  of  the  vears,  which  of  course  varies  from  one  part  of  the 
country  to  another  and  from  year  to  year.  Special  products,  such  as 
porch  furniture  and  cedar  chests  concentrate  65  to  90  percent  of  their 
business  in  a  single  quarter.  The  third  quarter  in  1933,  a  period  of 
false  boom,  amounted  to  37  percent  of  the  year's  business.  There- 
fore, even  if  the  code  limitations  were  made  to  fit  the  mean  seasonal 
cycle  of  the  industry  many  operators  would  be  forced  to  find  a 
method  of  reducing  their  seasonal  fluctuations,  or  as  an  alternative, 
might  be  required  to  pay  an  overtime  premium  to  their  workers. 

The  above  figures  show  a  40  percent  variation  between  the  higli 
and  the  low  quarter.  If  it  is  desired  to  give  the  workers  an  average 
of  40  hours  of  work,  the  variation  should  permit  20  percent  above 
the  figure  and  below  it  to  take  care  of  nornial  seasonal  require- 
ments*; or  a  forty-eight  8-hour  maximum  during  limited  seasonal 
peak  periods  in  each  year.  Seasonal  fluctuations  in  this  industry. 
and  in  many  others,  are  the  result  of  weather  conditions  and  long- 
standing consumer  customs.  Any  effort  to  change  these  by  sum- 
mary legislation  will  retard  economic  progress  rather  than  accom- 
plish the  desired  effect. 

Many  members  of  our  industry  agree  with  leading  economists  that 
the  maximum  degree  of  rigidity  which  can  be  safely  introduced 
into   a   competitive  capitalistic  system  is  the  fixing  of  minimum 
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wages  whicli  we  have  under  the  code,  while  rigid  hours  fall  in  a 
class  with  price  fixing  as  damaging  factors. 

As  mentioned  in  my  opening  statement,  the  second  part  of  this 
statement  will  review  certain  figures  and  conclusions  to  be  found  in 
Mr.  Green's  pamphlet  on  the  30-hour  week.  I  wish  to  call  these  to 
attention,  not  to  embarrass  the  research  staff  of  the  A.  F.  of  L., 
which  I  respect  highly  and  among  which  are  some  of  my  good 
friends,  but  I  believe  that  labor  wants,  as  sincerely  as  industry,  to 
support  sound  proposals  based  on  sound  arguments  and  not  to  be 
disappointed  by  more  false  steps  in  our  effort  toward  recovery.  I 
like  to  believe  that  industry  and  labor  are  coming  nearer  to  coopera- 
tion and  understanding  through  the  meetings  they  have  had  around 
the  N.  R.  A.  council  table.  I  fear  that  such  statements  as  api:)ear 
in  this  booklet  may  cause  charges  of  ill  faith  and  throw  doubt  about 
the  many  valid  arguments  in  favor  of  labor's  interests. 

The  dispute  appears  to  center  around  the  effect  upon  prices. 
Reports  from  the  Brookings  Institute  and  other  economists  predict 
that  this  bill  would  raise  prices  as  much  as  wages  and  that,  there- 
fore, it  is  nothing  more  than  a  "  share-the-work  "  movement.     The. 

A.  F.  of  L  says  that  it  will  raise  prices  much  less  than  wages 

about  one-sixth  as  much  or  maybe  not  at  all.  The  latter  hope  is 
one  of  tlie  rabbits  which  is  to  be  pulled  out  of  the  hat  of  increasing 
management  efficiency. 

In  order  to  determine  the  truth,  we  must  start  our  figuring  by 
determining  the  labor  content  of  manufactured  products.  Mr. 
Green,  on  page  26,  says : 

If  we  take  the  share  of  wngos  in  tho  total  vaUie  of  the  product  at  16  7 
percent,  it  is  evident  that  a  20-percent  increase  in  the  industry's  wage  bill 
would  result  in  only  a  3.3  percent  increase  in  the  price  of  the 'product  In 
this  case  the  incentive  to  greater  production  in  the  form  of  increased  purchas- 
ing power  IS  more  than  six  times  as  great  as  the  deterrent— the  3  3  nercent 
increase  in  price.  ' 

N'ote  that  the  labor  content  of  this  country's  output  of  goods  is 
assumed  to  be  16.7  percent. 
On  page  18,  Mr.  Green  says: 

In  the  15  years  from  1920  throujrh  1934  unemployment  prevented  wage  and 
salaried  workers  from  creating  $134,578,000,000  worth  of  wealtli  which  might 
have  been  added  to  the  national  income.  Of  this,  $80,130,000,000  would  have 
fallen  to  them  in  wages  and  salaries,  and  $48,448,000,000  would  have  been 
the  share  of  enterprises  and  property  holders,  if  this  wealth  had  been  dis- 
tributed according  to  the  ratio  prevailing  during  that  period. 

Note  here  that  the  labor  content  of  the  entire  national  income  is 
64  percent— $86,000,000,000  against  $134,000,000,000.  Perhaps  the 
statisticians  who  looked  up  that  figure  did  not  realize  it  was  to  be 
used  in  the  same  book  with  the  other  percentage.  For  my  part,  I 
will  admit  that  the  comparison  is  not  quite  fair,  because  $86,000,000,- 
000  undoubtedly  includes  some  very  high  salaries  paid  by  large  cor- 
porations or  organizations,  only  part  of  which  would  be  spent  for 
consumers'  goods.  However,  the  ratio  is  verv  nearly  correct  as  any- 
one can  ascertain  for  himself  if  he  figures  the  labor  content,  at  vari- 
ous  stages,  of  any  article  reaching  him  as  a  consumer. 

I  have  figured  approximately  the  labor  content  in  a  piece  of  furni- 
ture at  the  time  it  reaches  the  consumer.  It  totals  56  percent,  made 
up  as  follows,  in  terms  of  the  labor  content  of  the  various  factors  : 


> 


Materials,  12  percent;  manufacturing,  direct,  16  percent;  manufaxj- 
turing,  indirect,  and  service,  3  percent;  transportation,  5  percent; 
retailing,  direct,  15  percent;  retail,  indirect,  and  service,  5  percent. 
These  are  necessarilv  estimates  at  some  stages,  but  are  based  upon 
university  and  Government  studies  of  operating-expense  ratios  in 
factories,  railroads,  and  retail  stores.  This  estimate  does  not  even 
include  all  of  the  ''  present  labor  "  content  of  the  article.  1  have 
not  ventured  to  estimate  such  things  as  the  labor  content  ot  pur- 
chased electric  energy  and  miscellaneous  supplies,  and  I  have  spe- 
cifically excluded  the  labor  content  of  buildings,  equipment,  and 
machinery.  The  labor  content  of  these  capital  goods  used  m  pro- 
ducing and  distributing  furniture  is  "  past  labor ",  the  price  of 
which  will  not  be  affected  by  present  proposals.  Nor  have  1  esti- 
mated the  increased  content  of  retailing  which  may  well  have  re- 
sulted from  code  restrictions,  if  our  experience  with  the  increased 
labor  content  of  furniture  manufacturing  is  any  indicator. 

The  mistake  lies  in  considering  the  labor  content  at  only  one  of 
the  many  stages  of  the  economic  process,  forgetting  that  the  price 
increase  will  have  to  cover  the  increased  wage  bill  at  many  stages. 
Furthrmore,  in  many  industries  we  are  constantly  setting  up  more 
separate  stages,  dividing  the  labor  on  our  final  product  between 
more  different  factories.  In  1849,  where  these  citations  of  census 
figures  start,  the  buggy  builder  started  his  operation  with  a  pile  of 
lumber  and  some  merchant  bars.  He  made  practically  the  whole 
buggy  in  his  shop — wheels,  axles,  springs,  box,  and  seat. 

The  labor  content  which  he  reported  to  the  Census  of  INIanufac- 
turers  probably  ran  up  to  40  percent  or  50  percent  of  the  product. 
Today  the  automobile  manufacturer  reports  about  13  percent  of  his 
product  as  labor.  But  he  buys  from  other  manufacturers  his  wheels, 
bodies,  steering  gears,  generators,  and  a  multitude  of  other  parts  and 
accessories.  All  of  these  are  reported  to  the  Census  of  Manufac- 
turers by  their  respective  makers,  and  all  of  them  have  a  labor 
content  which  is  truly  part  of  the  labor  in  the  final  automobile.  An 
indication  of  this  trend  even  so  recently  as  during  the  past  decade 
appears  in  the  figures  shown  on  page  47  of  Mr.  Green's  booklet, 
where  the  labor  content  reported  by  automobile  manufacturers  de- 
clined from  about  16  percent  in  1919  to  about  13.5  percent  in  1933. 
During  the  same  period  the  labor  content  of  several  other  products 
listed  on  the  same  page  changed  hardly  at  all. 

It  would  not  be  surprising  if  this  trend  toward  the  purchase  of 
services  and  supplies  formerly  performed  or  made  in  the  plant  had 
continued  in  the  period  from  1929  to  1933,  but  such  is  not  the  case. 
Mr.  Green,  on  page  34  alleges  a  decline  in  the  worker's  share  of  the 
value  added  by  manufacture  from  36  percent  in  1929  to  31  percent 
in  1933 ;  but  ori  page  46  it  will  be  noted  that  the  1933  figures  on  which 
these  percentages  are  based  are  estimates.  About  1  week  ago,  since 
the  pamphlet  was  issued,  the  final  figures  became  available  from  the 
census.  They  show  $5,269,000,000  wage  bill,  against  the  A.  F.  of  L. 
estimate  of  $5,239,000,000,  an  error  of  only  six-tenths  of  1  percent. 
The  value  of  the  product  was  estimated  with  almost  equal  accuracy. 
However,  the  estimate  for  value  added  by  manufacture  was  $17,- 
009,000,000,  as  compared  with  $14,610,000,000  in  the  final  figures. 
This  error  of  $2,400,000,000  constitutes  a  16-percent  overage  against 
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a  six-tenths  of  1  percent  underage  in  the  other  one  of  paired  figures 
estimated  by  the  same  statistician.  If  the  percentage  is  computed  on 
the  basis  of  the  correct  figures,  it  appears  to  be  3G.1  percent  for  l\)66, 
as  compared  with  86.4  percent  in  1929,  a  negligible  change  in  the 

workers   ^hare. 

Also'  it  should  be  remembered  that  a  25-percent  reduction  in  hours 
from  the  40-hour  base  in  most  of  the  codes  to  the  proposed  30-hour 
base  constitutes  a  33-percent  increase  in  the  hourly  wa<re  rate,  as 
compared  with  Mr.  Green's  assumption  of  a  20-percent  increase  in 
the  paragraph  cited  above,  page  26.  .,      ^.  ^ 

If  that  seems  like  mathematical  jugglery,  consider  the  $12  per 
week  provided,  under  certain  conditicms,  in  the  textile  code.  At  40 
hours  that  is  30  cents  per  hour,  or  at  30  hours  it  is  40  cents  per 
hour,  or  one-third  added  to  the  hourly  wage  rate.  In  considering 
this  problem,  we  should  also  remember  a  long-standing  business 
custom  which  I  shall  not  try  to  justify  but  which  has  a  very  real 

influence  on  prices.  . 

It  is  a  wide-spread,  almost  universal  practice,  especially  among 
small  business  men  without  expert  accounting  help,  to  determine 
the  direct  labor  content  of  an  article  and  add  a  certain  percentage  to 
cover  indirect  labor  and  overhead,  a  sort  of  "  nde  of  thumb."  You 
cannot  change  the  habits  of  thousands  of  business  men  and  book- 
keepers overnight,  and  many  accountants  and  economists  think  this 
alone  would  tend  to  make  prices  rise  as  rapidly  as  wages.  It  is 
further  well  known  that  speculative  buying  and  other  factors  during 
a  period  of  rising  prices  are  likely  to  push  prices  up  further  than  is 
really  justified  by  the  underlying  economic  factors. 

We  have  already  seen  how  and  why  the  limitation  of  hours  has  cut 
off  the  peaks  but'  failed  to  fill  up  the  valleys  in  the  seasonal  cycle 
of  the  furniture  industry.  Apparently  we  are  not  alone  in  this  ex- 
perience.    Mr.  Green,  on  page  42,  says: 

Looking  back  over  1  year  of  operation  under  the  President's  reemployment 
agreement  and  approved  codes,  we  find  tliat  per  capita  weekly  earnings  are 
slightly  lower  in  August  1934  than  in  Au'^ust  1933;  $18.89  as  compared  with 
$18.93.  Yet  there  has  been  an  increase  in  the  cost  of  living.  In  August  1934 
employment  was  4  percent  above  1933,  notwithstanding  a  decline  of  20  percent 
in  production. 

He  quotes  this  adverse  effect  on  "  sharing  the  work  "  and  of  a 
declining  volume  of  production  as  proof  that  we  should  have  more 
of  the  same  medicine. 

On  page  41,  Mr.  Green  says : 

Between  July  and  December  (1933)  production  declined  sliarply,  yet  em- 
ployment was  maintained  substantially,  due  to  the  President's  reemployment 
agreement.  Pay  rolls  and  weekly  earnings  were  maintained  under  the  new 
program.  The  ability  of  industry  to  maintain  employment  and  pny  rolls  while 
production  was  decreasing  indicated  that  we  might  exptx^t  definite  progress 
under  the  program  adopted.  In  the  period  between  December  1933,  and  May 
1934.  neither  employment  nor  pay  roll  was  increased  proportionately  to  pro- 
duction increases. 

In  other  words,  he  admits  that  industry  did  not  lay  off  its  em- 
ployees in  ratio  to  the  decline  of  volume  during  the  latter  half  of 
1933  and  then  blames  industry  for  not  employing  additional  people 
when  industry  picked  up  again.  The  fact  is  that,  with  a  maximum 
of  30  hours,  many  industries  on  the  year's  operations  will  do  well  to 
average  24,  which  might  be  called  the  1-day  week. 
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The  American  Federation  of  Labor  seems  to  assume  in  this  and 
other  arguments  that  long  hours  are  preferred  by  industrial  man- 
agement out  of  some  willful  cruelty;  even  at  the  expense  of  lower 
human  effioiencj  in  these  long  hours.  The  real  reason  why  industry 
wants  flexibility  is  that  equipment  is  geared  in  most  industries  to 
normal  requirements.  Seasonal  peaks  have  always  been  absorbed 
by  longer  hours  of  operation,  and  slacks  have  been  met  by  part-time 
operations.  Permanent  workers  need  the  extra  funds  earned  during 
these  peaks  in  order  to  tide  them  over  the  slack  period.  On  the  other 
hand,  a  few  weeks  of  work  during  a  seasonal  peak  would  not  justify 
a  worker  in  moving  to  a  new  town  even  if  he  could  be  adequately 
trained  in  the  short  time  available ;  and  for  that  matter  many  work- 
ers do  not  feel  that  short-term  employment  warrants  them  going 
off  the  relief  roll. 

Consider  the  30-hour  proposal  as  an  immediate  factor  in  addi- 
tional employment.  Extra  equipment  to  accommodate  more  workers, 
^  or  to  provide  for  night-shift  operations  is  financially  beyond  reach 
of  most  of  the  manufacturers  in  the  furniture  industry  and  I  be- 
lieve in  many  other  industries.  Even  if  it  were  financially  possible, 
installation  of  tlie  added  equipment  could  not  be  made  in  time  to 
prevent  much  loss  of  business  and  loss  of  earnings  to  workers.  Those 
who  are  financially  able  will  be  more  likely  to  buy  equipment  when 
they  recover  confidence  that  the  rules  of  operation  are  not  to  be 
changed  too  often  or  too  radically. 

While  we  are  on  the  subject  of  finance,  Mr.  Green,  on  page  28, 
cites  the  trend  of  profit  of  certain  selected  companies  in  1932,  1933, 
and  1934,  and  calls  attention  to  1934  totals  over  1,000  percent  larger 
than  the  1932.  It  is  only  fair,  in  connection  with  these  figures,  to 
consider  the  much  larger  number  of  firms  which  did  business  at  a 
loss  m  those  years.  With  aggregate  losses  and  depletions  of  sur- 
plus recently  cited  bv  the  N.  K.  A.  as  running  into  billions  of  dollars, 
I  believe  on  the  order  of  $5,000,000,000,  $3,000,000,000,  and  $2,000,- 
000,000  for  the  respective  years.  Percentages  are  deceiving  in  such  a 
situation,  since  a  20-percent  change  in  the  losses  is  a  larger  dollar 
, »,     figure  than  a  1,000-percent  change  in  the  profits  of  the  few. 

Increased  management  efficiency  and  productivity  per  man-hour, 
following  the  trends  publicized  by  the  technocrats,  are  expected 
to  take  up  a  good  deal  of  the  slack  in  our  national  income  which 
might  otherwise  be  caused  by  this  sudden  change  in  the  hours  of 
labor.    Mr.  Green,  on  page  33,  says : 

The  cost  of  rapid  introduction  of  machinery  has  in  the  past  been  paid  by  the 
worker.  This  becomes  very  clear  when  we  review  the  last  80  years  of  our 
progress  in  manufacturing  industries.  In  1849  the  average  factory  worker 
produced  $4.30  worth  of  product  for  every  dollar  paid  in  wages.  By  1929  he 
was  producing  $6.06  worth  of  product  for  every  dollar  paid  him  in  wages 
nearly  50  percent  more.  In  1933  he  was  still  producing  $6  worth  of  product 
for  every  dollar  paid  him  in  wages. 

You  will  note  he  uses  the  value  of  product  against  the  wage  bill 
m  making  these  computations.  This  method  ignores  the  fact  that 
both  our  industry  and  our  Census  of  Manufacturers  have  become 
vastly  more  specialized  in  the  years  since  1849,  as  was  demonstrated 
above  m  the  case  of  the  automobile  versus  the  buggy.  Even  the 
value  added  by  manufacture  is  not  a  fair  comparison  with  the  wao-e 
bill,  because  the  same  trend  introduces  a  similar  but  lesser  diversion 
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between  these  two  figures.  This  error  is,  however,  partially  com- 
pensated by  the  increase  in  the  average  hourly  wage  of  labor  during 
most  of  that  period. 

Both  sets  of  figures,  however,  show  no  increase  in  productivity 
per  man-hour  between  1929  and  1933.  In  fact,  if  we  consider  the 
fact  that  a  dollar  purchased  more  man-hours  of  work  on  the  average 
in  1933  the  divisor  would  properly  be  larger  in  that  year  and  the 
productivity  ratio  less  than  in  1920.  Dr.  Moulton,  of  the  Brook- 
ings Institution,  after  calling  attention  to  the  difficulties  of  reduc- 
ing productive  efficiency  to  figures  or  indexes,  estimates  that  the 
average  increase  in  productive  efficiency  of  industry  in  the  last  5  years 
could  not  possibly  exceed  10  percent,  even  though  it  might  conceiv- 
ably be  as  high  as  25  percent  in  a  few  selected  instances.  I  have 
taken  the  liberty  of  going  at  some  length  into  these  figures  in  order 
to  call  attention  to  the  folly  of  relying  upon  figured  estimates  of  our 
greatly  increased  efficiency  as  a  basis  for  guiding  our  national  destiny. 
It  would  seem  a  jump  in  the  dark  with  only  our  boot  straps  as  a 
parachute. 

In  closing,  may  I  file  with  the  committee  a  statement  which  I 
believe  pertains  indirectly  to  the  subject  of  this  hearing,  in  that  it 
looks  toward  direct  reemployinent  and  expansion  of  production  as  a 
means  of  attaining  the  objectives  described  in  the  preamble  to  this 
bill? 

(The  statement  referred  to  is  as  follows:) 

Wabhinoton,  D.  C,  October  1,  19S4. 
Re:  Work  relief. 

Mr.  Jacob  Baker, 

Assistant  Adtmnistrator,  Federal  Emergency  Relief  Administration, 

Washington,  D.  C. 

Dbab  Mb.  Bakeb:  In  accordance  with  our  conversation  a  few  days  ago,  I 
am  outlining  below  my  tentative  proposal  for  placing  skilled  destitute  workers 
in  operating  plants.  This  general  suggestion  arises  out  of  the  specific  instance 
in  the  furniture  industry,  about  which  I  have  been  in  touch  with  Mr.  Del- 
lows,  and  in  which  we  have  had  the  pleasure  of  cooperating  with  him  toward 
a  mutual  solution  of  our  problem. 

I  believe  something  can  be  evolved  along  this  line  which  will  put  idle 
skilled  workers  at  jobs  in  a  manner  faster,  cheaper,  and  socially  more  desir- 
able than  the  establishment  of  governmentally  operated  factories.  Code  au- 
thorities and  trade  associations  are  designated  in  the  code  and  in  the  general 
concept  of  the  recovery  administration  as  the  economic  planning  agencies  of 
their  industries.  They  are  becoming  increasingly  aware  of  their  responsibilities 
and  more  ready  to  shoulder  them. 

The  proposal  is,  specifically — 

(1)  Put  as  many  destitute  workers  into  going  plants  as  possible. 

(2)  Set  up  new  enterprises  and  renovate  idle  plants  only  when  this  recourse 
is  exhausted. 

Let  the  relief  administration  and  the  code  authority  agree  in  conference 
on  the  "  labor  cMitent  per  unit "  of  the  articles  to  be  manufactured. 

(4)  Each  manufacturer  must  supply,  without  profit,  the  proper  nimiber  of 
units  in  relation  to  the  number  of  man-days  of  relief  labor  accommodated. 

(5)  A  reasonable  allowance  for  overhead  in  these  contracts  would  be  less 
than  the  cost  of  setting  up  new  plants,  especially  if  the  capital  expense  were 
amortized  during  the  emergency. 

(6)  Each  manufacturer  should  have  the  privilege  of  hiring  the  best -fitted 
relief  labor  over  on  commercial  pay  rolls  when  business  picks  up. 

Referring  to  the  above  paragraph  numbers,  the  advantages  involved  in 
these  steps  appear  to  me  as  follows : 

(1)  Speed  and  econonuy. — No  one  is  in  a  better  position  than  the  relief 
administration  to  know  the  strain,  the  loss  of  human  energy,  and  the  cost  of 
setting  up  a  new  organization.     Men  must  leam  to  work  together.     Misfits, 
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STroLung  o? work'^L^d'fh'^f  ^^'.  "^^^  ^  ^^^'^^  ^^  competent  persons. 
o^ninoT  ^^«^t.     ».        ,   ^^^  *^^  keepnig  of  records  must  be  organized     Everv 

ffcT'^tmin.'''  ''"'''   ''''''  "^'^^^  ""^  ^""   ^^^^*>  "«w   workers   wUhoS 

.J^\^^^*^U"^   capital   outlay.^Almost    every    American    indusfrv    nf    «nv 

possible  to  liquidate  any  capital  expenditures  for  renovation  or  upw  niw 
capacity.  The  total  capital  outlay  J^equired  from  F^elal  and  Sf«fl  rinSf 
agencies  would  under  this  plan,  be  reduced  to  wlki^  Spitaf  n™rv  foJ 
the  purchase  of  materials  and  capable  of  being  liquidated  at  the  enTof  fhl 
luifT^^I'  T^T  ^^^^"'^^te  requirements  of  working  capUafwhere^?^^ 
bilit.v  of  liquidation  can  be  demonstrated,  can  be  borrowed     H^^^^^^    thV^^.^ 

paymU '""'''  ^'^"  ^  ^^^  ""^"^^  ''  -"^^  ^""^^  avaTll'ble  ^oTdirSi^^g? 

making  an  allowance  for  overhead,  eWier  In  cash  oi  e^rf  L„r    "ff^'t^  f 

tiotVf  TuchTX"'  Se°arr"  ''"^^"'  ""'"^'"^  ■"»— '  toward  ado^ 
r^inn,'ZuZ' r'^TmTZZvU^^T.lr^^^  with  relief  workers  paid  the  pre- 

would  not  solve  the  probleml'n  teTsln^cl^rra^n  on^ifie^^^olfw^^^llve"^ 
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much  immediate  spending  power  for  an  hour's  work  as  the  more  efficient  holder 

^^  rcfp^ece^-worlt^rates,  wherever  possible,  should  be  ai»plied  to  such  operations 
-as  are  proposed  in  this  plan.  A  piece-work  rate  could  be  the  same  for  com- 
mercial and  relief  workers  and  would  remove  the  slight  psychological  hazard 

which  might  be  argued  against  this  plan.  ,     .     i ^„ 

2  Lack  of  inforviation.  about  destitute  tcorkert.—One  of  the  principal  ques- 
tions which  must  be  answered  before  any  industry  can  cooperate  in  solvmg 
the  work-relief  problem,  was  asked  In  connection  with  the  furniture  industry  8 
proposal.     It  is  necessary  to  know : 

(a)  The  number  of  workers  to  be  accommodated.  ^  ^^    *   ^«« 

ib)  Where  the  workers  are  (usually  will  be  found  near  centers  of  the  indus- 
try  in  which   they   have  experience,   unless  they   have   migrated   during   the 

^^^af  Qualifications  of  workers.  In  the  case  of  furniture,  we  felt  it  was  desir- 
able  to  know  whether  a  man's  status  as  a  skilled  worker  was  taken  on  his  own 
word  or  was  investigated  in  some  manner ;  also,  to  know  whether  he  was  a 
tbolmaker   cabinetmaker,  finisher,  upholsterer,  etc.  .     ^ 

Tobjeitlons  to  contract  operations.-The  unfortunate  history  of  contract 
operations  with  prison  labor  will  naturally  come  to  mind  In  those  instances 
the  contracts  were  supposedly  permanent,  were  necessarily  made  for  ProAt  or 
the  industrial  contractor  would  not  have  been  interested ;  and  were  not  to  use 
the  abor  of  specific  numbers  of  prisoners  with  known  terms  of  imprisonment. 
Relief  work  contracts  would  be  designed  to  yield  no  profit  to  tiie  manufacturer 
to  end  themselves  and  dissolve  as  soon  as  possible,  to  furnish  incentive  to  all 
Dartres  toward  liquidation  of  the  contract.  Yet  from  oonferenc^  I  have  had 
witf  members  of  ?his  and  oU.er  industries,  there  would  be  sufficient  mutual 
rdvant-iges  as  outlined  above  to  make  the  contract  workable  and  acceptable 

'^''ln''&osinrmaTT^emphasize  that  the  above  is  my  personal  suggestion,  pr^ 
semed  to  S^retary  Roper  and  yourself  with  trepidation  because  I  reaUze  my 
perspective  is  limited.  I  simply  feel  that  it  can  do  no  harm  and  may  be 
helpful. 

Yours  very  truly.  ^^^^  MiTCHKm  Jb. 

WM,  Jr.  :C. 

CC— Hon.  Daniel  C.  Roper. 

Senator  Neely.  The  subcommittee  wHl  adjourn  until  2  o'clock  this 

^  fwhe^eupon,  at  12  noon,  the  subcommittee  took  a  recess  until 
2  p.  m.) 

ATIER    RECESS 

At  the  expiration  of  the  recess,  the  subcommittee  reconvened,  at 

2  p.  m.,  Senator  Neely  presiding.  .    .      ^..^     -     nr       * 

Senator   Neely.  Is  the   representative   of   the   Illinois  Manufac- 

turei-s'  Association  present? 

STATEMENT  OF  JOHN  HARBINGTON,  CHICAGO,  ILL.,  REPRESENT- 
ING  THE  ILLINOIS  MANUFACTURERS'  ASSOCIATION 

Mr.  Harrington.  Mr.  Chairman,  my  name  is  John  Harrington, 
associated  with  Fyffe  Clark,  general  counsel  for  the  lUinois  Manu- 
facturers' Association.  I  am  appearing  here  m  behalf  of  the  Illi- 
nois Manufacturers'  Association. 

The  Illinois  Manufacturers'  Association  is  an  association  composed 
of  some  2,500  members  engaged  in  the  manufacturing  business,  small 
and  large,  from  concerns  employing  10  people  up  to  the  largest 
industrial  plants  in  the  State  of  Illinois. 

The  members  of  the  Illinois  Manufacturers'  A^ciation  are  op- 
posed to  the  30-hour  weekly  bill,  the  Black  bill.    They  feel  that  it 
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would  increase  their  costs  to  a  point  that  would  be  very  dangerous 
to  their  busmess  and  in  a  good  many  cases  that  it  would  put  them 
out  of  business.  We  have  gotten  opinions  of  the  members  of  the 
association  through  questionnaires  sent  out  to  them,  and  we  have 
tirst-hand  information  gathered  from  those  questionnaires  as  to  the 
general  opinion,  or  rather  the  average  of  what  the  members  figured 
the  increase  m  their  costs  would  be,  which  is  about  18  percent.  Of 
course,  m  some  instances  it  is  very  much  greater  than  that,  and  in 
some  it  IS  less. 

Senator  Neely.  Are  the  members  of  your  association  unanimous 
m  their  opposition  to  this  bill  ? 

Mr.  Harrington.  Well,  I  will  say  that  of  the  questionnaires  which 
were  returned,  which  was  a  large  proportion  of  those  sent  out,  thev 
were  all  opposed  to  the  bill.  I  have  taken  some  of  the  expressions 
of  the  opinions  of  these  members  and  I  thought  it  would  be  one 
way  of  bringing  to  the  committee  their  opinion  as  to  the  effects  of 
this  proposed  legislation.  Of  course,  they  are  not  economists.  They 
are  busmess  men  running  their  particular  businesses.  I  will  be 
followed  by  two  gentlemen  who  will  give  you  the  facts  with  relation 
to  their  own  particular  business. 

A  large  manufacturer  of  motion-picture  equipment  states : 

About  one-third  of  our  business  is  export,  and  even  a  slight  increase  in 

^?.nL.TS-  K^/^''^"^  "'^  ^''''P  competing  with  foreign  manufacturers.  With 
piGsent  high  taxes,  we  are  just  able  to  keep  out  of  the  red.  Any  increase  in 
taxes  or  labor  cost  would  probably  force  us  into  liquidation. 

This  concern  estimates  that  this  bill  would  increase  its  costs  be- 
tween 20  and  25  percent. 

Senator  Austin.  Can  you  tell  me  what  percentage  of  the  output 
of  that  concern  goes  into  foreign  trade  ? 

Mr  Harrington.  No;  I  cannot.    He  says  about  one-third. 

A  large  manufacturer  of  leather  products  states : 

Most  of  our  factory  operation  is  done  by  skilled  labor.  We  could  not  within 
several  years  train  additional  operators,  even  if  we  could  afford  it  If  the 
30-bour  week  is  forced  upon  us,  we  will  close  down  out  factory  and  liquidate 
the  business.  This  is  no  idle  threat  or  guess.  Sinc-e  August  1933,  we  have 
operated  under  N.  I  R.  A.  40-hour  weekly  average.  We  have  facts  and  figures 
which  compare  with  our  records  of  our  57  years  of  manufacturing  to  sub- 
stantiate the  above  statements.  Reduction  of  hours  from  50  hours  per  week 
to  40  hours  weekly  in  1934  proved  a  loss  to  us  that  we  could  not  pass  on  to 
our  customers. 

This  concern  estimates  that  this  bill  would  increase  its  costs  331A 
percent.  ^^ 

A  large  manufacturer  of  starches  and  food  products  states: 

Our  process  is  a  continuous  process.  To  be  compelled  to  work  on  a  30-hour- 
week  basis  would  bring  our  cost  of  production  up  to  a  point  where  operation 
would  be  prohibitive  and  other  products  would  be  substituted  for  ours  It  is 
our  opinion  that  a  30-hour-week  basis  for  our  business  would  be  the  equivalent 
to  putting  us  completely,  effectively,  and  permanently  out  of  business. 

A  large  manufacturer  of  jewelry  findings  and  metal  specialties 
states : 

We  would  have  to  make  additional  tools  on  each  order,  which  would  further 
increase  costs  on  special  jobs.  A  large  proportion  of  our  production  is  specialty 
work.  In  some  instances,  costs  would  be  increased  50  percent.  We  would 
have  to  double  our  tool  requirements  on  regular  production  also,  and  the 
f^rlJl'^f?!'?^^  aL^..'^^V?T  allowable  working  week  of  30  hours  would  be 
impractical  Additional  tools  and  eqwipment  would  call  for  additional  factory 
space  which  would  again  increase  costs. 
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This  concern  estimates  that  this  bill  would  increase  its  costs  from 
20  percent  to  25  percent. 

Senator  Austin.  If  you  can,  I  should  like  to  have  you  give  the 
different  States  where  these  various  factories  are  located. 

Mr.  Harrington.  They  are  all  located  in  Illinois.  These  are  also 
all  members  of  the  Illinois  Manufacturers'  Association,  located  in 
the  State  of  Illinois. 

A  smaller  machinery  repair  concern  states: 

As  most  of  the  work  that  we  do  consists  of  hurry-up  machine  repairs,  the 
30-hour  week  would  result  in  excessive  overtime.  As  a  plant  is  usually  stand- 
ing idle  because  of  a  break-down,  when  we  are  called  in  we  have  to  complete 
our  work  in  the  shortest  time  possible,  regardless  of  working  hours.  At  the 
present  time  our  market  will  not  stand  another  price  increase.  Since  the  intro- 
duction of  the  40-hour  week,  we  have  many  complaints  about  the  cost  of 
our  work.  We  also  find  it  very  hard  to  get  a  reasonable  price  for  our 
contract  work.  We  require  about  twice  the  billing  to  show  a  profit  that  we 
did  before  the  N.  R.  A.  Any  further  permanent  reduction  in  working  hours 
would  eventually  force  us  to  close  down  to  avoid  bankruptcy,  although  we 
are  still  in  a  sound  financial  condition. 

This  concern  estimates  that  this  bill  would  increase  its  costs  25 
percent. 

A  manufacturer  of  ladies  dresses  states : 

Would  be  impossible  to  operate  on  a  30-hour  week  basis  and  yet  remain  in 
business.  We  would  absolutely  be  forced  out  of  business  by  a  30-hour  week 
even  in  the  event  lesser  wages  would  be  demanded  by  our  employees.  Since 
there  would  be  an  acute  shortage  of  skilled  labor  (it  would  take  years  to 
train  the  added  number  necessary).  The  capital  necessary  for  the  added  ma- 
chinery would  be  prohibitive.  The  increased  market  for  our  product  would 
not  be  sufficient  to  warrant  the  cost  of  increased  necessary  machinery  or  added 
labor  cost. 

This  concern  estimates  that  this  bill  would  increase  its  cost  30 
percent. 

A  dairy  manufacturer  states : 

Due  to  the  short-hour  N.  R.  A.  program  we  know  that  it  requires  from  16 
to  20  percent  more  business  to  break  even  with  no  profit.  Therefore,  a  30-hour 
program  would  bankrupt  a  concern  of  our  tjite  in  a  very  short  time. 

This  concern  estimates  that  their  bill  would  increase  its  cost  33% 
percent. 

A  manufacturer  of  rubber  goods  states : 

Assuming  that  our  demand  remains  the  same,  and  we  doubt  that  it  would 
under  a  3D-hour  weekly  schedule,  it  would  not  be  practical  to  adjust  a  working 
^schedule  to  the  equipment  we  now  have.  Reducing  production  per  individual, 
as  would  be  naturally  the  case  if  hours  were  reduced,  would  mean  a  reduction 
in  the  standard  of  living  of  everybody  dependent  on  individunl  output  for  wages. 
Even  if  labor-saving  devices  were  installed,  it  would  still  mean  less  distribution 
of  wealth  than  would  be  the  case  if  the  same  euipment  were  operated  8  hours 
per  day. 

A  large  manufacturer  of  windmills  and  other  farm  machinery 

states : 

Our  business  is  with  farmers.  An  increase  in  our  prices  to  cover  the  added 
cost  of  a  30-hour'  week  would,  we  believe,  stop  buying  by  farmers  to  such  an 
extent  as  to  reduce  rather  than  increase  employment. 

A  manufacturer  of  saws,  shears,  punches,  and  other  hardware 
equipment  states : 

Hie  already  shortened  work  week  from  50Vi  hours  to  present  40  hours 
tias  lowered  efficiency  of  plan  operation  by  at  least  25  percent.  A  further 
shortening  of  30  hours  would  further  lower  plant  efficiency  by  another  25 
percent,  at  least,  and  possibly  30  percent. 
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Above  answer  (that  the  cost  of  the  product  would  be  increased  by  40  per- 
cent) Is  based  upon  assumption  that  if  we  are  forced  to  operate  on  a  30-hour 
week  basis,  all  industries  from  whom  we  purchase  materials  would  also  be 
forced  to  operate  on  30-hour  week ;  therefore,  our  costs  would  be  increased  not 
only  by  our  own  increased  labor  costs  but  also  by  similar  costs  and,  necessarily, 
iprice  increases  of  materials  and  commodities  we  buy  as  our  raw  materials  and 
supplies.  We  contend  that  shortening  of  the  week  w^ill  unquestionably  place 
unbearable  burdens  on  all  persons  who  are  employed  because  it  will  restore 
their  productivity  and,  therefore,  their  share  of  the  goods  they  produce,  and 
thus  further  lower  the  standard  of  living  of  the  American  wage  earner.  What 
a  wage  earner  really  needs  is  not  shortening  of  the  work  week  but  lengthening 
of  the  week  so  as  to  increase  the  production  of  economic  goods  so  that  there 
will  be  more  economic  goods  to  distribute  as  real  wages. 

As  indicated,  this  concern  estimates  the  increased  costs  under  this 
bill  to  be  about  40  percent. 

A  large  manufacturer  of  shade  cloth  states : 

This  factory  has  gone  along  for  the  last  2  years  just  about  breaking  even, 
and  if  it  were  necessary  for  our  labor  costs  to  be  increased,  as  it  would  be 
under  this  bill,  some  place  from  65  to  80  percent,  it  would  simply  mean  that 
our  goods  would  have  to  drop  from  the  market  and  we  would  have  to  close 
this  establishment. 

A  manufacturer  of  automobile  and  other  vehicle  springs  states : 

Heat  treatment  of  springs  requires  use  of  large  furnaces  that  take  time 
to  bring  to  temperature  require.  Hence,  a  6-hour  day  would  2-  or  3-shift 
operations.  We  have  to  compete  in  foreign  markets.  Thirty-hour  week  would 
make  it  impossible  for  us  to  compete.  Thirty  percent  of  our  business  is 
foreign,  which  would  be  lost  to  us.  This  bill  would  be  a  terrible  hardship  on 
workmen. 

This  concern  estimates  that  this  bill  would  increase  its  costs  25 
percent. 
A  toy  manufacturer  states : 

This  company  will  be  forced  to  cease  to  operate,  forcing  75  people  out  of 
employment. 

This  concern  estimates  that  this  bill  would  increase  its  costs  20 
percent. 

The  management  of  one  of  the  large  chains  of  restaurants  states : 

In  the  restaurant  business  a  30-hour  week  would  probably  put  many  thou- 
sands of  us  out  of  business,  thereby  causing  more  unemployment 

This  concern  estimates  that  this  bill  would  increase  its  costs  25  per- 
cent. 

A  large  manufacturer  of  soda  fountain  and  brass  goods  states : 

There  are  several  months  each  year  when  our  machine  capacity  is  taxed  to 
the  limit,  even  on  a  50-hour  week.  It  would  mean  two  shifts,  one  inexperienced, 
which  would  be  laid  off  just  about  the  time  they  started  to  produce. 

A  manufacturer  of  dental  supplies  states : 

Many  of  our  processes  need  heat,  and  the  time  and  cost  of  heating  for  only  6 
hours  would  be  a  great  disadvantage  and  handicap.  About  one-third  of  our 
business  is  foreign,  and  with  an  advance  of  66%  percent  this  business  would  be 
lost  to  us.  And,  further,  competitive  imported  products  would  take  away  a 
certain  amount  of  our  present  business  due  to  our  higher  costs. 

This  concern  estimates  that  this  bill  would  increase  its  costs  66% 
percent.  • 

A  lamp  manufacturing  concern  states : 

It  would  force  us  to  order  more  equipment  for  which  we  have  no  money 
This  additional  equipment  would  increase  the  cost  of  onr  goods.  This,  an  addi- 
tional overhead,  and  increased  wages,  would  make  It  impossible  to  make  any 
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profits  unless  the  prices  could  be  increased  and  those  prtces  protected  by  forcing 
all  others  in  our  line  to  work  under  the  laws  100  percent.  If  this  becomes  a 
law,  it  will  fall— first,  when  prices  go  up  less  will  be  sold ;  second,  economically, 
it  is  unsound ;  third,  it  cannot  be  enforced  satisfactorily. 

This  concern  estimates  that  this  bill  would  increase  its  costs  ap- 
proximately 25  percent. 

A  hardware  manufacturer  states : 

Operation  of  some  machine  by  two  operators  always  malies  trouble.  Our 
production  depends  upon  skill,  which,  in  many  cases,  takes  years  of  devel^ 
ment.  Such  workers  are  at  a  serious  loss  and  we  also,  on  restricted  hours.  We 
are  greatly  hampered  now  by  the  N.  R.  A.  labor  restrictions.  Our  workers  are 
not  as  satisfied  as  when  they  could,  on  occasions,  make  a  good  pay-roll  en- 
Telop.  Our  profits  are  less  and  although  in  other  sections  prices  are  reduced 
and  we  must  meet  them,  our  costs  are  very  appreciably  more.  Our  production 
and  distribution  are  both  disorganized  by  the  present  and  would  be  more 
injured  by  increased  labor  laws. 

This  concern  estimates  that  this  bill  would  increase  its  costs  25 

percent. 

A  manufacturer  of  mailing  and  household  scales  states : 

Should  the  30-hour  week  law  pass  and  become  effective,  it  will  mean  an 
advance  in  wages  of  33%  percent.  This  advance  In  wages  would  necessitate 
an  increase  in  our  manufacturing  costs  of  at  least  25  percent.  When  this  in- 
crease is  carried  on  to  the  consumer,  it  will,  in  many  cases,  make  the  price 
prohibitive  and  would  naturally  result  in  fewer  orders  and  less  production. 
a?he  object  of  this  bill  which  is  presumed  to  relieve  unemployment  would  not 
meet  such  expectation. 

This  concern  estimates  that  this  bill  would  increase  its  costs  26 

percent. 

A  manufacturer  of  steam  specialties  states : 

Our  company  manufactures  a  line  of  special  automatic  devices  to  bring  about 
certain  results  which  requires  mechanical  enj^'ineers  of  l<»ng  experience  and 
tralninjr.  Hence,  we  could  not  use  what  is  known  as  tlie  ordinary  machinist 
until  he  acquired  quite  a  number  of  years  of  experience  in  our  special  line.  By 
that  we  mean  a  man  would  have  to  be  in  our  employ  for  quite  a  number  of 
years  before  he  would  become  reliable  or  usable  in  the  manufacture  and  the 
production  of  our  products. 

This  concern  estimates  that  this  bill  would  increase  its  costs  from 

50  to  60  percent. 

Another  large   manufacturer   of   motion-picture   machmery   and 

equipment  states : 

It  would  be  practically  impossible  for  this  industry  to  operate  on  a  30-l^our 
week  basis  and  train  the  number  of  additional  skilled  workers  that  would  be 
required  to  take  up  the  work  shortage  of  10  hours  i)er  week  per  man.  It  takes 
from  4  to  6  years  to  train  a  skilled  worker  in  thi»  industry.  The  increase  in 
employment  therefore  would  be  applicable  only  to  unskilled  workers  and  we 
could  not  train  enough  skilled  nien  to  successfully  handle  our  business  in  less 
than  4  years'  time.  It  would  result  in  a  tremendous  handicap  to  our  business 
should  this  legislation  be  adopted. 

The  increase  estimated  by  this  concem  of  its  costs  under  this  bill 
would  be  from  25  to  ^  percent. 

A  large  watch  manufacturer  states : 

Owing  to  the  fact  that  the  30-bour  week  would  handicap  us  in  our  machine 
and  tool  capacity,  and  that  we  must  design  and  build  all  of  our  own,  it  would 
take  us  several  years  to  again  reach  our  capacity.  We  are  now  suffering  from 
a  shortage  of  special  machines.  There  has  always  b^n  a  shortage  of  tool- 
matoers  capable  of  doijig  this  cla^s  of  work.  The  situation  is  now  more  acute 
than  ever  before.    A  SO-hour  week  would  make  it  worse. 
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This  concern  estimates  that  this  bill  would  increase  its  costs  22 
percent. 
A  large  manufacturer  of  felt  products  states : 

It  would  ruin  our  business  completely  due  to  the  type  of  manufacturing 
processes  and  equipment  necessary  in  our  product. 

This  concern  estimates  that  this  bill  would  increase  its  costs  25 
percent. 
A  forging  manufacturer  states: 

The  increase  in  cost  would  reduce  sales  and  add  such  a  heavy  burden  as  to 
cause  stoppage  of  our  manufacturing  operations  in  practically  all  departments. 

This  concern  estimates  that  this  bill  would  increase  its  costs  from 
40  to  50  percent. 

A  large  manufacturer  of  machinery,  a  large  part  of  which  is  for 
the  farm  trade,  states: 

Investment  would  not  be  turned  over.  Cost  and  prices  would  increase.  Vol- 
ume of  business  would  be  restricted  thereby. 

This  concern  estimates  that  this  bill  would  increase  its  costs  32 
percent. 

A  manufacturer  of  blueprint  machinery  and  drawing  equipment 
instruments  states: 

I  believe  we  would  have  to  increase  our  selling  prices  at  least  20  to  25  percent, 
which  would,  in  turn,  lower  the  volume  of  sales.  This  theory  of  decreasing 
hours  to  revive  business  is  fundamentally  unsound  and  will  prolong  the 
depression. 

This  concern  estimates  that  this  bill  would  increase  its  costs  16 
percent. 

A  large  printing  specialty  concern  states: 

Probably  would  be  the  straw  to  break  the  camel's  back. 

This  concern  estimates  that  this  bill  would  increase  its  costs  30 
percent. 
A  cheese  manufacturer  states: 

Country  cheese  plants  could  not  possibly  oi)erate  on  a  30-hour  basis.  Sales 
would  decrease  because  of  the  excessive  labor  costs,  and  because  the  perishable 
nature  of  our  product  prevents  us  from  building  inventories  in  advance.  We 
would  not  be  able  to  meet  the  sudden  and  unexpected  heavy  demands  of  the 
trade. 

This  concern  estimates  that  this  bill  would  increase  its  costs  30 
percent. 
A  large  clothing  manufacturer  states: 

Recovery  can  only  be  secured  by  reducing  unemployment  and  not  by  spread- 
ing the  work  which  the  30-hour  week  would  accomplish  if  wage  levels  were  not 
maintained,  and  if  they  are  maintained  an  increased  cost  of  20  to  40  percent 
will  Create  a  greater  resistance  than  we  now  have  to  purchasing  power.  The 
measure  is  an  economic  mistake  and  an  obstacle  to  recovery,  and  will  not  put 
more  people  b:ick  to  work  because  less  goods  will  be  sold  on  account  of  the 
higher  prices  resulting  in  greater  employment.  In  many  industries  of  a  sea- 
sonal nature  it  works  great  hardship  by  creating  a  need  for  additional  produc- 
tive facilities  when,  as  a  matter  of  fact,  there  is  an  actual  overextension  of 
plant  and  equipment  at  the  present  time.  Increased  production  means  in- 
creased wealth  and  increasing  prosperity.  iTie  less  people  work,  the  less  they 
produce,  means  decreasing  prosperity.  The  great  needs  for  goods  and  services 
of  all  kinds  can  only  be  responded  to  by  bringing  costs  down  to  meet  buying 
power,  and  every  time  we  raise  labor  costs,  we  interfere  with  this  program. 
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A  large  manufacturer  of  farm  machinery  and  equipment  states : 

This  is  a  seasonable  business.  We  have  no  way  of  predicting  weather  or 
crop,  or  price  conditions,  and  on  this  rest  the  demand  for  goods.  Any  limitation 
of  hours  interferes  with  our  meeting  quick  demands.  Also,  many  special  jobs 
have  limited  number  of  operators  available. 

A  wall-paper  manufacturer  states : 

I  do  not  think  that  wall-paper  mills  could  operate  at  all  on  a  30-hour  weeK, 

A  paper-bag  manufacturer  states : 

With  a  further  shortening  to  30  hours,  we  would  not  be  able  to  make  enough 
goods  to  pay  an  adequate  profit  on  the  capital  invested.  It  would  i>e  n^essary 
to  replace  a  great  deal  of  our  machinery  with  automatic  feed  and  delivery 
machines  and  to  speed  up  some  of  the  automatic  machines  that  we  are  using 
now;  this,  of  course,  would  greatly  decrease  the  man-hour  employed.  One 
hesitates  at  present  to  equip  with  new  machinery  with  no  assurance  that  we 
will  be  able  to  secure  the  necessary  volume  that  we  have  been  having  on  our 
present  machinery,  or  any  increase  in  volume  in  the  near  future. 

An  oil  refining  company  states: 

Our  industry,  due  to  its  continuous  manufacturing  processes,  operates  24 
hours  per  day.  All  operations  are  subject  to  very  close  and  delicate  control, 
in  which  the  human  element  plays  quite  an  important  part  Under  our  present 
plan  of  operation,  the  day  is  divided  into  4  shifts  of  6  hours  each,  which  means 
that  a  different  set  of  operators  take  over  the  control  of  the  processes  every 
e  hours.  This  frequent  change  of  operators  tends  to  upset  IJe  operating  condi- 
tions with  a  resultant  loss  of  production.  Any  further  reduction  in  working 
hours  would  necessitate  addiUonal  shifts  which  would  still  further  aggravate 
a  condition  already  bad. 

This  concern  estimates  that  this  bill  would  increase  its  costs  15 

percent. 

A  large  zinc  producer  states : 

A  proposed  30-hour  week  would  increase  the  cost  of  producing  and  rolling 
zinc  far  beyond  the  foreign  price  plus  duty  and  freight,  unless  a  drastic  reducUon 
would  be  made  in  the  weekly  wages  that  we  are  now  paying. 

This  concern  estimates  that  this  will  would  increase  its  costs  30 

percent. 
A  hardware  manufacturer  states : 

There  are  now  no  profits  in  the  business.  A  30-hour  week  would  just  about 
be  the  straw  to  break  our  backs.  It  would  increase  our  costs,  decrease  sales, 
increase  losses,  evaporate  our  reserve,  cause  us  to  fold  up,  thus  throwing  aU 
our  employees  out,  thus  contributing  to  a  lower  standard  of  living. 


A  manufacturer  of  precision  machinery  states : 


It  is  almost  impossible  to  work  more  than  one  shift  on  highly  specialized 
machinery.    We  must  place  the  responsibility  definitely  for  accurate  work. 


A  large  manufacturer  of  machinery  states: 


We  would  Immediately  proceed  with  the  development  of  our  new  automatic 
machinery  which  would  cut  our  labor  item  to  the  barest  minimum. 

A  tailoring  concern  states : 

Remarks  I  can  make  about  the  whole  blank  thing  cannot  be  written  to  go 
through  the  mail  safely. 

A  millwork  manufacturer  states: 

Drying,  lumber  requires  at  least  10  hours  of  heat  a  day.  Exhaust  heat  Is 
used  for  this  purpose.  Shorter  hours  would  require  use  of  live  steam,  which 
would  make  it  expensive  to  dry  lumber.  A  30-hour  week  in  the  millwork 
Industry  would  raise  the  price  of  woodwork  for  building  purposes,  rhe 
Government   wants  to   get   the  building   industry   started.    Let's   not   th|-ow 
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another  wrench  in  the  machinery.  What  we  need  in  our  industry  fs  low 
prices  to  get  the  public  started  to  build.  Shorter  hours  would  not  add  as 
much  employment  as  some  may  think,  because  the  industrious  worker  would 
find  employment  outside  of  his  regular  work. 

This  concern  estimates  that  this  bill  would  increase  its  costs  331/3 
percent. 
A  manufacturer  of  steel  lockers  and  other  metal  products  states : 

On  sheet  metal  products  of  our  type  we  cannot  have  recovery  until  we  can 
Increase  our  commercial  business  as  contrasted  to  public  business.  Com- 
mercial prospects  cannot  be  attracted  in  larger  volume  at  this  time  by  liigher 
prices  Instituted  by  wage  and  cost  increase  resulting  from  a  30-hour  week. 

This  concern  estimates  that  this  bill  would  increase  its  costs  12% 
l^ercent. 
A  large  tent  and  awning  manufacturer  states : 

We  object  to  any  legislation  limiting  hours  of  work,  for  the  reason  that  we 
have  no  confidence  that  it  will  be  enforced  on  cheating  employers.  This  con- 
clusion Is  drawn  because  of  our  own  experience  with  the  code  under  which 
we  operate  which  now  limits  the  employer  to  a  40-hour  week.  Total  lack  of 
enforcement  of  this  code  has  greatly  penalized  the  honest  employer  to  the  benefit 
of  the  nonobserver. 

A  sample-case  manufacturer  states : 

For  35  years  we  have  specialized  in  the  sample  case  for  salesmen.  Our 
help  has  been  with  us  for  from  10  to  25  years  and  is  highly  skilled.  It  takes  at 
least  2  years  to  break  in  a  new  man  and  it  would  really  work  a  hardship  on  us 
and  our  help  if  the  hours  were  changed  from  40  to  30. 

This  concern  estimates  that  this  bill  would  increase  its  costs  40 
percent. 
A  manufacturer  of  clothing  states : 

The  disadvantage  of  the  30-hour  week  would  be  adding  to  the  cost  of  goods 
at  peak  periods  and  make  It  Impossible  for  us  to  get  out  our  orders.  What  we 
crave  to  do  as  free  men  In  an  alleged  free  country  Is  to  run  our  factory  as  Is 
necessary  to  make  a  profit  which  benefits  all,  with  only  the  right  and  proper 
restrictions  of  child  and  female  labor  in  order  to  prevent  exploitation.  Give 
us  and  give  Industry  this  chance,  and  to  my  mind  depression  will  be  a  thins 
of  the  past. 

A  drug  manufacturer  states: 

We  manufacture  pharmaceutical  preparations  for  hospitals  and  doctors,  and 
it  Is  imperative  that  we  remain  open  at  least  40  hours  per  w^eek,  using  the 
same  employees. 

A  manufacturer  of  dairy-farm  equipment  states: 

Our  Industry  has  operated  at  a  loss  for  4  consecutive  years.  If  our  over- 
head, which  has  been  reduced  to  a  minimum,  must  be  distributed  over  a 
shorter  week,  this  will  only  make  it  more  impossible  to  get  our  industry 
on  a  paying  basis.  Nothing  has  yet  been  done  that  enables  the. dairy  farmer 
to  pay  a  higher  price  for  the  equipment  which  he  uses. 

This  concern  estimates  that  this  bill  would  increase  its  costs  3314 
percent. 

A  foundry  company  states : 

A  30-hour  week  would  put  us  out  of  business. 

If  there  were  time,  we  could  go  on  and  read  to  you  approximately 
2,500  statements  of  the  same  character  and  to  the  same  purport  by 
manufacturers  of  Illinois,  large  and  small. 

We  regret  that  it  was  practically  impossible  for  all  these  manu- 
facturers to  come  here  ana  appear  personally  before  you. 
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However,  the  cost  to  them  in  money  and  time  from  their  businesses, 
and  the  limit  upon  your  time,  made  this  impossible. 

We  hope  that  you  will  accept  our  assurance  that  what  we  have 
read  you  is  typical  of  the  views  of  the  manufacturers  of  Illinois. 
Thev  are  just  as  eager  to  reduce  unemployment  and  to  increase  busi- 
ness as  is  anyone.  They  are  all  experienced  business  men  who  have 
the  responsibility  of  keeping  their  businesses  in  operation,  of  keeping 
men  employed,  and  of  absorbing  the  unemployed. 

You  can  rest  assured  that  they  feel  this  responsibility  and  that 
thev  are  sincere  in  their  uniform  expressions  that  the  enactment  and 
enforcement  of  this  bill  would  be  a  catastrophe  to  this  country. 

I  thank  you.  . 

Senator  'Neely.  Are  there  any  questions  i 

STATEMENT  OF  MYRICK  D.  HARDING,  CHICAGO,  H^;;  REPRESENT. 
ING  THE  ILLINOIS  MANUFACTIFEERS'  ASSOCIATION 

Senator  Neelt.  You  may  proceed,  Mr.  Harding. 

Mr  Harding.  Mr.  Chairman  and  gentlemen  of  the  committee,  my 
name*  is  Myrick  D.  Harding.  I  reside  in  Chicago,  111.  I  am  here 
in  connection  with  the  legislation  pending  before  your  committee  on 
the  30-hour  week,  having  had  43  years'  experience  in  the  operating 
end  of  this  business,  and  coming  up  through  the  ranks  of  the  meat 
business  to  my  present  position,  that  of  general  superintendent  of 

plants. 

Senator  McCarran.  With  what  concern? 

Mr.  Harding.  Armour  &  Co.  ^.        *  p 

Senator  McCarran.  Did  you  come  here  representing  Armour  & 

Co  ? 

Mr.  Harding.  No,  sir.  I  came  here  representing  the  Illinois  Man- 
ufacturers' Association,  of  which  we  are  a  member. 

Senator  McCarran.  Did  you  come  here  specially  representing  that 
association,  or  are  you  representing  Armour  &  Co.? 

Mr   Harding.  I  came  here  representing  the  packing  industry. 

Senator  McCarran.  Of  which  Armour  &  Co.  is  a  member^ 

Mr.  Harding.  Of  which  Armour  <&  Co.  is  a  member. 

Senator  McCarran.  Do  you  also  represent  the  Cudahy  Co.? 

Mr.  Harding.  I  represent  all  the  packers. 

Senator  Nefxy.  Swift  &  Co.,  Wilson,  and  all  of  them  ( 

Mr.  Harding.  And  the  smaller  packers.  They  are  all  members 
of  the  Illinois  Manufacturers'  Association. 

Before  taking  up  the  statement  I  have  prepared,  I  should  like, 
for  the  information  of  the  committee,  to  describe  briefly  the  method 
of  operating  a  packing  plant  from  the  time  the  livestock  is  received 
until  the  finished  product  is  ready  for  shipment.         .,      u    u       • 

I  don't  want  to  take  up  vour  time  unnecessarily.  In  the  hearings 
before  the  House  connnittee  on  the  Connery  bill,  I  went  into  that 
matter  in  detail,  and  that  is  shown  in  this  record  of  the  hearings. 
In  order  to  understand  the  situation  I  think  that  should  be  read. 
It  details  the  very  reasons  why  we  cannot  conform  to  any  rigid 
week,  whether  it  is  30  or  40  or  50  hours.  We  are  very  much  like  the 
canneries.  When  vegetables  are  ripe,  they  must  be  canned ;  when  fruit 
is  ripe,  it  must  be  canned.     It  is  much  the  same  way  with  our  products. 
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Senator  McCarran.  Your  work  is  largely  seasonal? 

Mr.  Harding.  Yes,  sir;  seasonal  by  seasons,  and  seasonal  by  days 
of  the  week. 

I  will  leave  that  copy  with  the  committee. 

Senator  Austin.  In  what  year  did  you  make  that  statement? 

Mr.  Harding.  That  was  last  May.  That  describes  in  detail  the* 
difficulty  of  attempting  to  operate  a  packing  house  on  a  rigid  week 
of  any  number  of  hours. 

The  primary  object  of  a  compulsory'  6-hour  day  and  30-hour  week: 
in  industry  is  to  spread  employment.  Unquestionably,  any  sound 
plan  for  the  employment  of  more  workers  is  commendable.  As  to 
the  major  operations  of  the  meat-packing  industry,  which  deal  largely 
with  highly  perishable  products,  it  is  felt  that  the  hardships  occa- 
sioned by  any  such  law  as  proposed  will  greatly  outweigh  all  benefits 
which  could  possibly  be  derived  from  it. 

For  the  past  year  and  a  half  the  packing  industry  has  been  work- 

I     ing  under  the  President's  reemployment  agreement  (modified  to  fit 

conditions  in  the  industry),  which  calls  for  a  basic  40-hour  week, 

with  16  weeks  in  each  year  known  as  tolerance  weeks,  when  more 

than  40  hours  per  week  may  be  worked. 

^^'The  Bureau  of  Labor  Statistics  of  the  United  States  Department 
of  Labor  shows  that  the  average  hours  per  week  in  the  packing  in- 
dustry from  January  to  October  1934,  the  last  month  for  which  official 
published  figures  are  available,  to  be  the  following : 

Hours 

January  1934 40.  9 

February  1934 39.2 

March  1934 38.  6 

April  1934 39. 1 

May  1934 38.  0 

An  average  for  the  year  of  41.7  hours. 

Further,  according  to  figures  published  by  the  Bureau  of  Labor 
Statistics  of  the  United  States  Department  of  Labor,  the  packing 
industrjr  as  of  December  1934  has  105.5  as  many  employees  as  it 
y  had  during  the  years  1923  to  1925,  inclusive,  with  an  average  for  the 
entire  year  1934  of  103.7.  There  is,  therefore,  no  unemployment  in 
the  packing  industry  and  consequently  no  excess  of  experienced 
packing-house  workers. 

The  points  mentioned  are  suggested  because  the  necessity  for  the 
law,  as  set  forth  in  its  preamble,  does  not  find  support  in  the  packing 
industry  as  now  conducted. 

However,  there  are  many  reasons  more  cogent  why  the  slaughter- 
ing of  livestock  and  the  processing  and  marketing  of  its  perishable 
products  should  be  exempted  from  the  provisions  of  a  law  limiting 
an  employee's  work  to  6  hours  per  day  and  30  hours  per  week. 
These  various  reasons  will  be  discussed  in  this  statement  under  three 
general  subdivisions,  as  follows : 

1.  The  impossibility  of  purchasing  and  slaughtering  the  Nation's 
livestock  as  marketed  from  day  to  day,  and  the  handling  and  distribu- 
tion of  its  fresh  meat  products,  under  any  law  limiting  the  time  of 
workers  to  6  hours  per  dav. 

2.  The  detrimental  and  menacing  effect  on  the  farmer  which  a 
6-hour  day  and  30-hour  week  in  the  packing  industry  would  produce. 


Hours 

June  1934 39.  8 

Ju'y  1934 40.  3 

August  1934 42.  0 

September  1934 43.0 

October  1934 41.0 


res 
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3  The  unfair  competition  and  discrimination  against  the  inter- 
state packer  in  favor  of  the  intrastate  packer  (who  cannot  be  affected 
bv  the  law)  which  any  such  law  is  bound  to  create. 

In  considering  (1),  as  above  stated,  the  pecuhar  and  unusual  con- 
ditions surrounding  the  meat-packing  industry  must  constantly  be 
borne  in  mind.  One  must  have  a  close  association  with  this  unusual 
industrv  to  fully  understand  and  appreciate  the  difficulties  involved 
in  the  marketing  of  livestock  and  its  meat  and  meat  products.  There 
are  three  factors  which  dominate  and  control  all  the  operations  of 
the  meat-packing  business :  ,  .. ,  •      ^    i     ^  i.u 

First,  the  daily  fluctuations  in  the  receipts  of  livestock  at  the  cen- 

^^  Second,^  the  highly  perishable  nature  of  both  the  livestock  and 
meat  and' meat  products  prepared  from  it;  .    /u    ^    u 

Third,  the  extreme  necessity  of  selling  all  fresh  meats  (beef,  sheep, 
calves,  fresh  pork)  while  fresh.  This  requires  getting  them  into  the 
hands  of  the  retail  dealers  within  a  few  days  after  the  purchase  of 

the  live  animals.  .  .  .  •   .      .  xu 

(a)  Fluctuating  receipts :  A  comparison  of  the  receipts  at^the  seven 
leadincr  livestock  markets  of  the  United  States  well  illustrates  the 
irreffurarity  of  receipts.  Livestock  is  received  at  such  markets  every 
day  in  the  week,  but  the  daily  receipts  during  the  first  four  market 
davs  of  each  week  are  invariably  the  heaviest.  The  total  receipts  for 
the  last  few  weeks  at  these  seven  principal  markets  were  as  follows : 

Receipts  at  seven  principal  markets^  November  1934 

(From  Chicago  Dally  Live  Stock  Market  Report  issued  by  the  Bureau  of  Agricultural  Economics] 


CATTIB 


Monday 

Tuesday — 
Wednesday- 
Thursday. - 

Friday 

Saturday.. - 


Oct.  29  to 

Nov.  3 


Nov.  '5  to 
Nov.  10 


HOGS 


Monday 

Tuesday 

Wednesday. 
Thursday. - 

Friday 

Saturday. -- 


SHKBP 


Monday — 
Tuesday — 
Wednesday- 
Thursday. - 

Friday . 

Saturday.. - 


75,55B 
32,533 
34,647 
29,668 
14.394 
4,017 


85,623 
73,696 
67,490 
68,  776 
58,424 
15,190 


86,320 
35,392 
37,969 
38,435 
29,187 
10,537 


66, 610 
33,273 
44.308 
27,668 
12, 912 
3,560 


63,796 
67,279 
77,437 
84.207 
64,510 
21,  714 


56,810 
30,101 
23,500 
40,304 
25,233 
§,255 


Nov.  12  to 
Nov.  17 


Nov.  19  to 
Nov.  24 


76,267 
38.642 
36.360 
29.120 
13.959 
2,660 


88,066 
100,793 
91,067 
92,709 
91.194 
29,108 


47, 855 
35,684 
39, 107 
23.299 
22,614 
6.247 


62,176 
30.038 
25,211 
21.328 
13.644 
2,177 


90.416 
102.  519 

68.186 

77,992 
102,922 

32,715 


34,575 
15,283 
12,198 
14.788 
19,563 
5,805 


Nov.  26  to 
Dec.  1 


49. 051 
36.694 
21,326 


17, 016 
2,052 


109, 746 

106,640 

65,499 


80,578 
18,099 


3i538 
35,914 
30,749 


44,350 
7,314 


i  Chicago,  East  8t.  Louis,  St.  Paul,  Sioux  City.  Omaha,  St.  Joseph,  Kansas  City. 

The  variations  at  the  individual  markets  are  even  greater,  as 
weather,  farming  operations,  and  so  forth,  in  ^each  locality  have  a 
marked  influence  on  the  movement  of  hvestock.  Four  and  a  half 
million  farmers  and  producers  exercise  their  independent  judgment 
and  discretion  as  to  the  time  of  shipment  to  market,  and  there  is  no 
way  of  controlling  receipts.  ,  .        .       r,  :'     ;  :  .  .,      ,.«,     ,.   ' 

Moreover,  the  fluctuations  in  receipts  is  only  part  of  the  difficulty 
the  meat  packers  have  in  securing  a  steady  supply  of  hvestock.    At 
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the  Chicago  stockyards,  for  example,  approximately  200  packers 
secure  some  or  all  of  their  livestock  requirements.  There  are  times 
when  packers  located  several  hundred  miles  away  buy  heavily  in  the 
Chicago  market.  This  factor,  taken  in  conjunction  with  the  fluc- 
tuating receipts,  makes  it  absolutely  impossible  for  any  packer  to 
forecast  his  daily  livestock  supply.  ^         . 

(b)  Perishability:  Livestock  itself  is  treated  in  shipping  circles 
as  highly  perishable.  It  is  especially  subject  to  injury  in  extreme 
heat  or  cold.  Livestock  is  always  subject  to  injury  when  held  in 
pens,  and,  of  course,  holding  requires  feeding,  watering,  and  general 
care.  Even  with  such  care,  the  strange  conditions  and  surroundings 
cause  shrinkage  in  weight  and  frequently  deterioration  in  the  food 
value  of  the  animal  itself.  The  fresh  meat  products  of  slaughtered 
animals  must,  of  course,  be  handled  under  refrigeration  at  all  times. 

(g)  Prompt  marketing:  It  is  of  the  utmost  importance  that  fresh 
meats  reach  the  retail  dealer  in  the  shortest  possible  time.  Vir- 
tually all  beef,  veal,  and  mutton  is  marketed  in  a  fresh  state;  likewise 
pork  loins  and  similar  pork  products,  which  are  extremely  perish- 
able. The  market  range  of  fresh-meat  products  is  ordinarily  from 
2  or  3  days  to  a  maximum  of  2  weeks,  depending  upon  the  distance 
shipped.  Therefore,  the  marketing  of  fresh  meats  is  virtually  a  con- 
tinuous process  from  the  time  the  live  animal  is  purchased  in  the 
stockyards  until  the  meat  is  placed  in  the  dealer's  coolers.  Fresh 
meats,  strictly  speaking,  are  not  carried  in  stock. 

The  methods  now  employed  by  the  meat  packers  of  the  Nation 
are  the  crystallization  of  many  years  of  effort  to  get  the  products  of 
livestock  into  the  hands  of  the  retail  meat  dealers  in  the  best  possible 
condition,  in  the  shortest  possible  time,  and  with  a  minimum  of 
expense.  Such  methods  are  adapted  as  far  as  they  can  be  adapted 
to  the  irregular  shipments  of  the  farmers  to  market.  Anything  that 
would  tend  to  disturb  or  upset  these  established  and  well-known 
methods  would  certainly  be  detrimental  to  the  livestock  producers, 
the  slaughterers,  the  retail  meat  dealers,  the  consumers  of  meat 
products,   and  to   the   workers   who   carry   on   the    packing-house 

operations. 

(d)  Buying  and  slaughtering:  If  such  a  law  as  is  proposed  would 
apply  to  livestock  buyers  in  the  yards,  the  effect  on  the  present 
system  of  buying  would  be  serious.  At  present  the  buyers  buy  not 
only  on  the  basis  of  quantities  of  livestock  required  but  on  the  basis  of 
grades,  weights,  and  qualities.  Each  day  they  must  cover  all  the 
offerings  of  the  various  commission  men.  The  amount  of  time  re- 
quired for  efficient  and  economical  buying  cannot  be  foretold.  Not 
only  are  these  men  specialists  in  their  knowledge  of  the  live  animals 
and  of  packing-house  requirements  and  their  acquaintance  with  the 
trading  characteristics  of  the  commission  men  with  whom  they  deal 
but  they  follow  the  livestock  into  the  packing  plants  to  observe  the 
slaughtered  animals  in  their  meat  form  and  to  observe  the  yields  of 
meat.  It  would  be  impossible  for  a  livestock  buyer  to  follow  through 
in  this  way  within  a  period  of  6  houre. 

Neither  could  this  work  be  developed  into  shifts,  as  no  second  man 
can  take  up  a  trading  transaction  where  the  first  one  dropped  it. 
Furthermore,  sufficient  men  of  suitable  qualifications  for  buying  are 
not  available  to  operate  the  two  shifts. 
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The  number  of  animals  purchased  determines  the  length  of  the 
day's  slaughtering  operations.  This  is  so  because  the  layout  ma- 
chinery and  equipment  in  the  packing  house  will  only  handle  a  cer- 
tain number  of  animals  per  hour.  The  average  day's  maximum 
capacity  slaughter  does  not  exceed  8  or  8I/2  hours,  so  that  if  one  full 
6-hour  shift  were  used  there  would  be  very  little  left  for  a  second 
shift. 

If  two  short  shifts  of  less  than  6  hours  were  used,  then  they  would 
both  be  unsatisfactory  to  the  workers.  Slaughtering  of  livestock  is 
not  like  the  handling  of  nonperishable  materials.  From  the  moment 
the  animal  is  slaughtered  until  the  dressed  carcass  is  placed  in  the 
refrigerated  room,  there  is  no  cessation  of  handling.  Such  opera- 
tions cannot  be  suspended  or  interrupted  without  danger  of  product 
deterioration. 

{e)  General  manufacturing  operations:  Generally  speaking,  the 
capacities  and  facilities  of  the  average  packing  house  will  not  permit 
of  turning  out  the  entire  production  in  a  single  6-hour  shift,  even  if 
if  trained  men  were  availaole.  Undoubtedly  in  the  packing  business, 
as  well  as  in  every  other  business,  there  are  some  jobs  in  which  the 
work  is  more  or  less  mechanical  and  such  as  would  enable  one  em- 
ployee to  step  out  and  another  to  step  in  at  the  end  of  6  hours  without 
any  effect  on  production  other  than  that  necessarily  occasioned  by 
the  stopping  and  starting.  However,  there  are  many  operations  in 
the  meat-market  business  where  it  is  virtually  impossible  for  one 
person  to  step  out  and  another  to  step  in  during  the  performance 
thereof. 

The  bill  as  drawn  is  so  rigid  and  nonelastic  that  a  sausage  maker 
or  any  one  of  the  many  experts  who  prepare  various  mixtures  and 
batches  of  meat  food  products  could  not  work  more  than  6  hours  to 
complete  his  mixture  or  batch  without  making  the  entire  production 
of  the  packing  house  contraband  of  commerce. 

The  only  exemptions  mentioned  in  the  proposed  legislation  are 
officers,  executives,  and  superintendents  and  their  personal  and  imme- 
diate clerical  assistants.  If  plant  supervisors,  such  as  superintend- 
ents, assistant  superintendents,  department  superintendents,  and  fore- 
men are  limited  to  6  hours  per  day,  and  additional  shifts  are  required, 
an  insurmountable  obstacle  would  be  presented  in  securing  super- 
visors of  the  necessary  long  experience,  technical  knowledge,  and 
skill.  There  are  not  men  available  with  these  qualifications  to  fill  the 
requirements  should  the  supervisors'  day  be  limited  to  6  hours. 

(/)  Loading  and  shipping:  As  far  as  possible  orders  are  filled  and 
shipped  on  the  day  of  receipt.  The  number  of  orders  and  quantities 
of  goods  required  to  fill  such  orders  varies  from  day  to  day  because 
of  the  buying  habits  of  the  trade.  The  loading  and  shipping  opera- 
/tions  must  also  be  adjusted  to  correspond  to  the  services  afforded  by 
the  railroads  and  the  contract  truckmg  haulers.  These  are  matters 
wholly  beyond  the  control  of  the  packer.  The  delivery  of  meats  to 
cities  within  a  range  of  150  miles  by  trucks  has  grown  very  rapidly 
in  the  past  few  years.  Meats  shipped  out  by  rail  are  loaded  in  cars 
during  the  daytime,  whereas  meats  shipped  out  by  trucks  are  loaded 
during  the  nighttime,  to  enable  such  trucks  to  make  early  morning 
delivery  direct  to  the  dealers'  stores.  These  two  operations  are  wholly 
separate  and  distinct.  A  delay  in  the  setting  of  cars  by  the  railroad 
company,  or  a  late  arrival  ot  some  of  the  trucks,  will  disrupt  the 
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packing-house  schedule.  It  would  be  extremely  impracticable  for  a 
loading  gang  to  change  when  either  a  car  or  truck  was  only  partially 
loaded  because  of  the  resulting  confusion  in  the  arrangement  of  the 
goods  in  the  car  or  truck  and  the  general  method  of  loading.  The 
responsibility  for  errors  and  improper  loading  could  never  be  defi- 
nitely fixed. 

As  pointed  out,  the  average  packing-house  week  is  now  only  about 
41  hours.  Therefore,  the  average  daily  number  of  hours  breaks  badly 
as  betw^een  one  and  two  6-hour  shifts.  It  would  be  impossible  to 
maintain  a  shift  of  experienced  capable  men  unless  a  reasonably  defi- 
nite amount  of  work  could  be  offered  each  day.  Prospects  of  an  occa- 
sional few  hours'  work  per  day  would  not  be  attractive,  and  any 
attempt  to  cut  a  regular  shift  to  less  than  6  hours  would  cause  serious 
objection  by  the  persons  affected. 

It  should  be  borne  in  mind  that  a  30-hour  week  is  the  maximum 
under  this  bill.  Likewise,  6  hours  is  the  maximum  day.  Because  of 
the  impracticability  and  virtual  impo^ibility  of  stopping  in  the  midst 
of  many  packing-house  operations,  the  stopping  place  would  have  to 
be  the  point  short  of  6  hours  where  it  would  be  mo^  logical  to  stop, 
which  would  almost  certainly  result  in  an  average  of  less  than  6  hours 
per  day  or  30-hours  per  week. 

The  meat  packers  have  not  made  use  of  labor-saving  devices  to  the 
extent  that  other  industries  have.  Another  effect  of  this  bill  wcadd  be 
to  bring  about  a  more  intensive  mechanization  of  the  industry  in  the 
effort  to  reduce  costs.  Such  a  result  would  offset  any  increase  in 
employment  which  the  bill  might  bring  about. 

(a)  The  farmer  will  bear  the  cost:  Sight  should  never  be  lost  of 
the  fact  that  anything  which  handicaps  the  meat-packing  industry, 
whether  it  comes  from  within  the  industry  itself  or  from  without, 
will  have  a  corresponding  effect  upon  the  livestock  producer.  This 
is  so  because  the  meat-packing  industry  is  really  the  marketing  agent 
of  the  farmer.  It  has  long  been  conceded  that  the  selling  price  of 
meats  determines  the  price  which  the  farmer  receives  for  his  live- 
stock. The  time  elapsing  between  the  purchase  of  the  live  animal 
and  the  sale  of  the  finished  product  is  so  short  as  to  be  reflected  back 
in  the  current  buying  price.  It  follows,  therefore,  that  whatever 
expense  a  short  working  day  would  entail  on  the  packing  industry 
(and  it  would  cost  the  industry  as  a  whole  many  millions  of  dollars) 
would  to  that  extent  depress  the  prices  paid  the  farmers  for  their 
livestock. 

The  packing  industry  operates  on  a  very  narrow  margin  of  profit. 
As  reported  by  the  Packers  and  Stockyards  Administration,  the  in- 
dustry as  a  whole,  for  the  most  recent  6-year  period,  1929  to  1933, 
inclusive,  earned  cm  17.82  cents  per  dollar  of  sales — less  than  1  cent 
for  each  dollar  of  sales.  This  is  an  extremely  close  margin  of  profit^ 
and  does  not  exceed  one-sixth  of  a  cent  on  a  pound  of  product.  j 

For  the  10-year  period,  1924  to  1933,  inclusive,  it  was  $1.27  for  each 
hundred  dollars  of  sales,  or  approximately  one  and  a  quarter  cents 
for  each  dollar  of  sales. 

b  This  close  operating  margin  of  profit  illustrates  the  fact  that  the 
meat-packing  industry  is  a  low-cost  small-profit  business.  The  nar- 
row margin  of  profit  would  not  permit  the  industry  to  absorb  any 
additional  expense  entailed  by  such  proposed  legislation. 

113926—35 10 
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The  price  of  meat  is  determined  by  what  the  consumer  is  willing 
to  pay.  This  is  true  because  the  perishability  of  the  product  pre- 
vents its  being  held,  and  requires  its  being  sold  while  fresh  and 
wholesome.  To  just  what  extent  it  will  be  possible  to  pass  along 
to  the  consumer  any  of  the  additional  expense  occasioned  by  the  pro- 
posed legislation  is  problematical  and  doubtful.  The  packer's  oper- 
ating margin  cannot  absorb  an  increased  expense.  Therefore,  it 
should  be  borne  in  mind  that  there  are  only  two  sources  from  which 
this  additional  expense  can  be  made  up:  The  producer  of  livestock 
and  the  consumer  of  meat.  It  is  beyond  belief  that  the  increased  cost 
resulting  from  this  hours-of-work  bill,  can  be  passed  along  to  the 
consumer.  If  it  cannot,  it  must,  of  necessity,  come  out  of  the  returns 
to  the  farmer. 

(6)  Livestock  cash  market:  The  farmer  now  has  a  daily  cash 
market  for  all  the  livestock  he  cares  to  send  to  the  central  markets. 
It  is  always  sold  and  never  returned  because  of  a  lack  of  market.  A 
limitation  of  hours  of  work  might  very  produce  a  condition  where 
the  packers  buying  on  the  central  markets  could  not  buy  all  of  the 
animals  offered  for  sale  each  day.  For  instance,  should  such  pack- 
ers on  heavy-run  days  decide  to  limit  their  buying  to  such  quantities 
of  livestock  as  could  be  slaughtered  within  the  limitations  of  a 
6-hour  shift,  it  would  undoubtedly  result  in  livestock  being  left  un- 
sold and  carried  over  until  the  following  day  or  days,  at  the  expense 
of  the  farmer. 

(c)  Intrastate  packers:  The  proposed  legislation  will  not  in  any 
way  affect  the  intrastate  packer.  Therefore  the  additional  expense 
of  the  legislation  may  result  in  many  plants  now  doing  some  inter- 
state business  becoming  intrastate  plants.  The  elimination  of  inter- 
state packing  plants  will  seriously  affect  the  outlet  of  producers  be- 
cause approximately  two-thirds  of  the  slaughtering  of  cattle,  hogs, 
and  sheep  is  done  in  interstate  packing  plants.  Approximately  70 
percent  of  the  meat  animals  (8  percent  of  beef  cattle)  of  the  United 
States  is  produced  west  of  the  Mississippi  River,  while  approxi- 
mately 70  percent  of  the  meat  is  consumed  east  of  it.  More  specif- 
ically, about  one-third  of  the  meat  is  consumed  east  of  the  Ohio  and 
north  of  the  Potomac  Rivers,  where  there  are  practically  no  meat 
animals.  Consequently,  this  large  eastern  consuming  territory  de- 
pends for  its  meat  upon  animals  from  the  far  West,  and,  following 
economical  practices,  these  animals  have  been  slaughtered  in  inter- 
state plants  of  the  West  and  Middle  West,  and  the  meat  transported 
to  these  eastern  consumers. 

A  discontinuance  of  the  interstate  meat-packing  plants  would  force 
livestock  producers  to  adopt  the  uneconomical  practice  which  they, 
for  the  most  part,  discarded  years  ago,  of  shipping  live  animals  long 
distances  and  paying  high  freight  rates  on  the. en  tire  weight  of  the 
animals,  whereas  the  weight  of  the  dressed  meat  is  only  65  percent 
in  the  case  of  cattle,  60  percent  on  lambs,  and  75  percent  on  hogs. 
By  marketing  their  livestock  near  home  and  having  the  meats 
shipped  to  distant  consumers,  an  expensive  loss  in  shrinkage  is 
avoided,  the  expense  of  marketing  is  reduced,  and  consequently  a 
larsrer  return  is  received  by  the  farmer. 

Limiting  the  outlet  of  livestock  producers  by  restricting  the  oper- 
ations of  or  closing  interstate  packing  plants  affects  gram  and  hay 
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farmers.  The  United  States  Department  of  Agriculture  is  authoritv 
for  the  statement  that  85  percent  of  the  corn  is  marketed  through 
livestock.  Hays  and  other  feeds  are  used  similarly  to  a  greater  or 
lesser  extent.  Hence  anything  which  affects  the  return  of  livestock 
producers  will  affect  the  prosperity  of  all  kinds  of  farmers. 

Further,  the  intrastate  packers,  not  being  burdened  with  the  in- 
creased expense  occasioned  by  this  legislation,  and,  therefore,  able 
to  undersell  the  interstate  packers,  would,  through  their  competi- 
tion, prevent  the  interstate  packers  from  passing  these  increased 
costs  along  to  the  retailers,  and  hence  on  to  the  consumers.  The  in- 
creased cost  to  the  interstate  packers  would  have  to  go  back  to  the 
farmers. 

The  proposed  legislation  cannot  in  any  way  protect  the  interstate 
packers  from  the  competition  of  the  intrastate  packers,  and  whole- 
salers and  jobbers  of  meats  who  sell  only  in  the  State  where  the 
animals  are  slaughtered,  and  who  will  not  be  in  any  wise  affected  by 
the  provisions  of  this  bill. 

Federal  Meat  Inspection  Act:  The  Federal  Meat  Inspection  Act 
of  1906,  and  the  exacting  regulations  of  the  Bureau  of  Animal  In- 
dustry thereunder,  caused  many  packers  formerly  doing  some  inter- 
state business  to  give  it  up  and  confine  their  activities  strictly  to 
intrastate  business.  It  is  certain  that  the  burdens  of  any  such  bill 
as  the  one  under  discussion  would  likewise  cause  many  packers  now 
doing  only  a  small  interstate  business  to  limit  their  activities  to 
intrastate  business. 

All  interstate  packers  must  have  every  animal  slaughtered  under 
the  supervision  of  Government  veterinarians.  The  losses  suffered 
by  the  interstate  packers,  due  to  the  condemnation  of  animals  on 
United  States  Government  veterinarian  inspection,  together  with 
the  expense  of  maintaining  their  premises  and  equipment  according 
to  the  high  standards  demanded  by  the  Bureau  of  Animal  Industry, 
make  it  very  difficult  for  the  interstate  packers  to  compete  with  the 
intrastate  packers  who  are  not  so  regulated.  The  additional  expense 
occasioned  by  a  6-hour  day  and  30-hour  week  law  would  in  itself 
make  competition  with  the  intrastate  packer  very  difficult ;  and  when 
that  expense  is  coupled  with  the  expense  and  losses  occasioned  by  the 
Meat  Inspection  Act,  such  competition  could  not  be  met — it  would 
be  ruinous. 

The  report  of  the  Packers  and  Stockyards  Administration  for 
1933  shows  206  Federally-inspected  slaughterers  who  slaughter  ap- 
proximately two-thirds  of  the  cattle,  hogs,  and  sheep  slaughtered  for 
food  in  the  United  States.  This  would  leave  the  slaughterers  of 
about  one-third  of  the  livestock  of  the  country  not  affected  by  this 
bill  at  the  present  time.  Any  increase  in  the  latter  would  increase 
the  difficulties  of  competition  for  the  interstate  packer. 

From  a  public-health  standpoint  the  Federal  meat  inspection 
should  be  encouraged  and  extended,  rather  than  discouraged,  as  it 
undoubtedly  would  be  by  the  passage  of  this  bill. 

Aside  from  the  effect  on  the  farmer  and  the  unfair  competition 
mentioned,  it  is  earnestly  urged  that  the  fluctuating  receipts  of  live- 
stock at  the  central  markets,  and  the  necessity  for  carrying  most 
packing-house  operations  through  to  completion  without  delay  or 
interruption,  makes  it  imperative  that  the  packing  industry  have  an 
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elastic  employment  schedule.  Heretofore  the  packing  industry  has^ 
had  elasticity  in  its  hours  of  work  in  that  overtime  is  permissible 
with  a  penalty  of  extra  pay.  A  packer  is  thus  enabled  to  take  care  of 
emergencies  and  be  sure  that  operations,  once  they  are  started,  are 
carried  through  to  completion.  Under  this  bill  the  work  must  stop 
at  the  end  of  6  hours,  so  far  as  the  men  then  engaged  in  such  work 
are  concerned.  The  provision  for  extra  hours  in  cases  of  emergency, 
when  the  necessity  therefor  is  established  to  the  satisfaction  of  the 
Secretary  of  Labor  and  such  permission  granted,  is  not  sufficient 
leeway,  as  the  need  for  such  elasticity  is  a  daily  and  constant  matter. 

It  is  felt  that  ample  facts  are  set  forth  in  this  statement  to  show 
that  the  proposed  legislation  would  have  a  decidedly  detrimental 
influence  upon  the  interstate  packing  industry,  which  buys  the  major 
portion  of  the  country's  livestock  and  converts  it  into  meat,  and  that 
such  detrimental  influence  would  unquestionably  be  carried  back  to 
the  producer  and  cause  him  to  receive  less  for  his  live  animals.  On 
account  of  the  comparatively  short  hours  already  in  effect  in  the 
packing  industry,  employment  cannot  be  given  the  many  more  em- 
ployees in  such  industry  without  reducing  the  hours  of  employment 
for  all  concerned  to  such  a  point  as  to  make  the  earnings  wnolly  un- 
satisfactory to  the  workers. 

It  is,  therefore,  confidently  asserted  that  so  far  as  the  interstate 
packing  industry  is  concerned  the  proposed  legislation  would  fail 
to  accomplish  its  beneficent  purposes  and  would  actually  produce 
harmful  results  to  a  far  greater  number  of  people  than  it  would 
benefit.  Therefore,  it  is  suggested  that  perishable  farm  articles  or 
commodities  and  the  products  thereof  should  be  exempted. 

Senator  McCakran.  I  should  like  to  have  a  little  further  informa- 
tion as  to  your  background.  You  have  been  in  this  industry  how 
long? 

Mr.  Harding.  Forty-three  years. 

Senator  McCarran.  Was  there  ever  a  time  in  the  history  of  your 
industry  when  there  were  different  conditions  as  to  hours  of  labor 
from  what  has  prevailed  in  the  past  3  or  4  years  ? 

Mr.  Harding.  The  average  number  of  hours  that  we  have  worked 
for  the  last  25  or  30  years  was  alxAit  the  same  up  to  the  time  the 
N.  E.  A.  went  into  effect.  We  averaged  about  46  hours  a  week. 
Now  we  average  about  413/2  or  42. 

Senator  McCarran.  Was  there  a  time  in  the  history  of  the  indus^ 
try  when  the  hours  of  labor  in  any  one  plant  or  company  were  much 
higher  than  they  are  now? 

Mr.  Harding.  In  some  instances. 

Senator  McCarran.  What  were  those  instances  ? 

Mr.  Harding.  In  some  of  the  smaller  plants  they  worked  60  hours 
or  maybe  65,  but  in  the  larger  plants  the  time  was  around  46  to  48 
hours,  usually  around  46.  When  I  was  working  as  a  butcher  I  never 
worked  over  46  or  48  hours. 

Senator  McCarran.  What  caused  the  change? 

Mr.  Harding.  From  46  to  42? 

Senator  McCarran.  Yes. 

Mr.  Harding.  The  N.  R.  A.  attempting  to  spread  employment. 
For  instance,  during  the  time  of  the  depression  86  percent  of  our 
people  were  employed,  as  compared  with  1928  and  1929.  In  1930, 
1931,  and  1932,  86  percent  were  employed.     Now  we  have  103  percent 


THIBTY-HOUR   WORK   WKBK 


145 


employed.  We  have  spread  the  work  out,  which  gave  more  people 
employment  and  worked  them  fewer  hours.  But  we  must  have  flex- 
ibility, and  I  will  show  you  why  that  is  so. 

Senator  McCarran.  Was  there  no  time  in  the  history  of  the  indus- 
try when  there  was  an  attempt  to  shorten  the  hours? 

Mr.  Harding.  There  was  no  limit  placed  by  law  or  custom,  but  it 
was  good  business  judgment  not  to  work  people  too  many  hours.  It 
was  not  economical. 

Senator  McCarran.  In  other  words,  it  was  not  good  business  or 
economical  to  work  a  man  until  he  dropped? 

Mr.  Harding.  That  is  right. 

Senator  McCarran.  But  up  to  that  point,  there  was  no  limitation  ? 

Mr.  Harding.  We  kept  pretty  rigidly  to  the  46-  to  48-hour  week 
over  a  period  of  probably  25  or  30  years. 

Senator  McCarran.  What  I  have  in  mind  relates  not  only  to  your 

own  industry  but  to  many  others,  where  the  hoirrs  have  been  grad- 

^        ually  reduced,  and  at  every  period  when  there  was  an  effort  to  reduce 

the  hours  of  labor  there  was  very  determined  resistance  on  the 

part  of  those  employers  of  labor. 

Mr.  Harding,   lou  mean  the  industry  itself? 

Senator  McCarran.  Yes.     That  is  Largely  true,  is  it  not? 

Mr.  Harding.  Yes,  sir.  We  had  a  lO-hbur  day  years  ago.  We 
have  an  8-hour  day  now. 

Senator  McCarran.  When  you  went  off  the  10-hour-day  schedule, 
was  there  not  a  very  persistent  resistance  to  that? 

Mr.  Harding.  On  the  part  of  some  people  there  was.  We  were 
not  so  much  concerned  with  the  number  of  hours  per  day.  Under 
the  present  agreement  we  could  work  10  hours  in  any  one  day,  but 
the  thing  we  are  concerned  with  is  a  flexible  week. 

Senator  McCarran.  Yes;  I  understand. 

Mr.  Harding.  We  cannot  control  the  receipts  of  livestock.  The 
farmers  will  send  their  stock  in  when  they  think  it  is  to  their 
advantage. 

Senator  McCarran.  That  is  the  processing  of  it  and  the  handling 
^         of  it  as  it  comes  in. 

Mr.  Harding.  That  is  correct.  It  is  all  perishable  after  it  is 
slaughtered  and  must  be  handled  promptly  and  in  accordance  with 
certain  rules  and  regulations. 

Senator  Neelt.  What  was  the  attitude  of  Armour  &  Co.  toward 
the  reduction  of  its  working  day  from  10  to  S  hours? 

Mr.  Harding.  Armour  &  Co.  were  not  in  favor  of  the  8-hour  day 
at  that  time,  because  it  meant  additional  facilities  to  take  care  of 
the  work  in  8  hours  that  they  formerly  did  in  10.  In  figuring  hours 
you  have  so  many  beds  to  kill  cattle  on.  They  are  built  on  the  basis 
of  a  10-hour  day.  With  an  8-hour  day  we  had  to  increase  the  number 
of  killing  beds,  in  order  to  do  the  work  in  8  hours  that  was  formerly 
done  in  10.  The  thing  they  were  opposed  to  more  than  anything  else 
was  the  basic  8-hour  day,  or  rather,  the  rigid  8-hour  day.  There  is  a 
difference  between  the  rigid  8-hour  day  and  the  basic  8-hour  day. 
The  8-hour  rigid  day  compels  you  to  get  through  in  8  hours,  but  with 
the  8-hour  basic  day  you  pay  overtime  after  the  edghth  hour. 

Senator  Neely.  When  did  Armour  &  Co.  abandon  the  12-hour 
day? 

Mr.  Harding.  We  never  hlKiit.    di  a* 
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Senator  Neely.  Did  not  the  slaughterhouses  in  Chicago  generally 
work  their  employees  12  hours  a  day  before  the  publication  of  the 
book  entitled  "  The  Jungle  "  ? 

Mr.  Harding.  No,  sir. 

It  would  be  impossible  for  us  to  have  that,  because  a  butcher  can  t 
work  for  12  hours.  I  know  that  from  experience.  After  he  has- 
worked  8  or  10  hours,  he  has  worked  long  enough.  We  don't  get 
the  efficiency  out  of  them  after  8  or  10  hours. 

Senator  Neely.  To  your  knowledge  none  of  the  employees  of 
Armour  &  Co.  ever  worked  12  hours  a  day? 

Mr.  Harding.  Except  in  some  instances  of  emergency.  They 
would  be  individual  cases  rather  than  general. 

Senator  Neely.  There  has  been  no  department  in  which  the 
12-hour  day  was  customary? 

Mr.  Harding.  No,  sir. 

Senator  Neely.  Within  your  recollection  ?  ^ 

Mr.  Harding.  No,  sir.  1  was  a  plant  superintendent  in  1904,  and 
there  was  no  department  that  worked  12  hours  in  a  department. 
There  might  be  individual  cases  where  men  worked  12  hours  m  case 
of  emergency,  but  no  department  ever  worked  that  long. 

Senator  Neely.  You  may  proceed. 

Mr.  Harding.  I  call  your  attention  to  the  statement  you  have  be- 
fore you  of  the  receipts  at  seven  principal  markets  from  the  Chicago 
Daily  Livestock  Market  Reports,  issued  by  the  Bureau  of  Agricul- 
tural Economics  for  November  1934.  You  will  notice  that  for  cattle 
the  receipts  ranged  from  75,000  on  Monday  to  4,000  on  Saturday. 
You  will  notice  that  Monday  varied  from  75,000  to  49,000.  The  same 
is  true  with  hogs.  They  ranged  from  about  85,000  on  Monday  to 
16,000  on  Saturday,  and  through  the  week  they  varied  from  85,000 
to  109,000.  With  sheep,  they  ranged  from  86,000  on  Monday  to 
10,000  on  Saturday,  and  during  the  week  they  varied  from  86,000  to 
34,000  on  Monday.  The  point  that  I  make  is  that  we  simply  cannot 
control  the  receipts  of  livestock.  When  they  come  in  we  must 
slaughter  them.  Therefore  our  industry  cannot  operate  on  the  rigid 
week  with  any  number  of  hours. 

Senator  McCarran.  I  notice  your  receipts  on  Saturday  were  low- 
est during  the  entire  week. 

Mr.  Harding.  Yes,  sir.  The  farmer  usually  likes  to  be  at  home  on 
Saturday  and  Sunday,  especially  on  Sunday. 

Senator  McCarran.  I  do  not  know  whetner  this  is  an  appropriate 
place  to  ask  the  question,  but  I  should  like  to  ask  you  if  it  is  the 
farmer  who  brings  the  cattle  in  or  is  it  the  intermediate  buyer? 

Mr.  Harding.  In  some  cases  it  is  the  farmer  himself ;  in  some  cases 
it  is  the  man  who  goes  out  to  the  farm  and  buys  it. 

Senator  McCarran.  Is  it  not  largely  the  commission  house? 

Mr.  Harding.  They  furnish  information  over  the  radio  now. 
They  used  to  furnish  it  by  mail  or  telegraph  to  the  farmer  as  to  when 
they  think  is  the  appropriate  time  to  put  their  stuff  on  the  market. 

Senator  McCarran.  My  experience  is  that  the  farmer  rarely 
brings  his  stuff  to  you.  I  am  speaking  particularly  of  the  West, 
where  there  are  certain  assembling  points,  such  as  Ogden,  Utah,  and 
Denver,  Colo.  He  usually  brings  it  to  those  assembling  points  and 
does  not,  as  a  rule,  ship  it  to  such  points  as  Chicago.  I  think  the 
western  farmer  usually  sells  on  the  ranch. 


\ 


THIRTY-HOUB  WORK  WEEK 


147 


Mr.  Harding.  That  is  true  of  the  far  West,  but  it  is  not  true  of 
Illinois,  and  Indiana,  and  Iowa,  and  similar  States.  Here  is  a  list 
of  terminal  markets,  and  you  will  find  in  the  early  part  of  the  week 
they  are  flooded  with  farmers  who  come  in.  What  you  say  is  true  of 
Montana,  and  Idaho,  and  Colorado,  and  Wyoming,  and  that  section 
of  the  country. 

Senator  McCarran.  There  must  be  a  reason  for  that  low  figure 
on  Saturday.    Is  that  bj  reason  of  the  Sunday  market  ? 

Mr.  Harding.  There  is  no  market  on  Sunday. 

Senator  McCarran.  They  do  not  bring  them  on  Saturday,  be- 
cause you  will  not  pick  them  up  ? 

Mr.  Harding.  We  will  pick  them  up ;  but  if  they  bring  them  in  on 
Saturday,  they  may  not  be  sold  on  that  day,  and  then  the  farmer 
has  to  wait  until  Monday  and  take  his  chance  of  selling  the  cattle 
on  Monday. 

Senator  McCarran.  And  he  would  have  to  feed  them  ? 
^  Mr.  Harding.  And  water  them  and  pay  yardage  on  them. 

Senator  Neely.  The  reduction  in  the  receipt  of  livestock  on  Sat- 
urday seems  to  extend  to  cattle,  hogs,  and  sheep. 

Mr.  Harding.  Yes,  sir;  that  is  true  in  every  market  we  have. 

Senator  McCarran.  That  is  the  general  rule  in  all  cases? 

Mr.  Harding.  Yes,  sir. 

As  I  said,  our  men  come  in  as  boys.  They  start  in  at  the  bottom 
and  work  their  way  up,  until  finally  they  become  master  butchers.  It 
takes  10  or  12  years  to  train  a  man  in  that  work.  We  went  up  against 
that  especially  when  we  were  killing  Government  cattle.  We  had  to 
go  to  the  F.  E.  R.  C.  and  ask  them  to  go  to  the  N.  R.  A.  and  get  us  ad- 
ditional tolerance  weeks  in  order  that  we  might  slaughter  cattle  for 
the  Government.  We  just  didn't  have  butchers  available.  Outside  of 
our  industry,  there  is  no  industry  of  that  character  that  makes 
butchers.     They  are  peculiar  to  our  own  industry. 

Senator  McCarran.  Are  these  men  paid  by  the  hour,  by  the  day, 
or  by  the  week  ? 

Mr.  Harding.  By  the  hour.  There  is  one  thing  I  want  to  call 
^  attention  to  here,  and  that  is  this:  Since  this  testimony  was  given 
we  granted  an  8-percent  increase  to  our  employees.  At  that  time 
the  code  called  for  42^^  cents  per  hour  in  cities  over  500,000,  and 
we  paid  46  then.  Today  we  are  paying  50  cents  an  hour  for  unskilled 
labor. 

Senator  Nbelt.  Was  that  increase  made  as  the  result  of  the  adop- 
tion of  the  code  ? 

Mr.  Harding.  No,  sir.  At  the  time  the  code  was  adopted  we  were 
paying  46  cents.  The  code  increased  our  expenses  17^^  percent,  in- 
creased our  labor  costs  or  rates  17%  percent  all  along  the  line. 

Senator  McCarran.  You  said  that  it  increased  your  expenses  17^^ 
percent  ? 

Mr.  Harding.  It  increased  the  rate  17%  percent. 

Senator  McCarran.  What  do  you  mean  by  that  ? 

Mr.  Harding.  The  average  rate  paid  to  employees. 

Senator  McCarran.  Did  you  not  add  that  to  the  cost  to  the  con- 
sumer or  the  intermediary  who  takes  the  product  from  you  ? 

Mr.  Harding.  You  cannot  legislate  the  price  that  will  be  paid  by 
the  people  for  food  products.    When  the  price  gets  to  a  certain 
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height  they  stop  buying.  They  buy  fish  if  meat  is  too  high.  When 
fish  get  too  high  they  buy  something  else.  There  is  no  way  of  legi&- 
latins:  what  the  consumer  will  pay.  . 

Senator  McCakran.  You  did  add  some  of  it  to  the  price  of  your 

commodity,  did  you  not?  .\.  i^  _    4.1.0^.  «r^ 

Mr.  Harding.  We  added  to  our  cost,  and  the  result  was  that  we 

suffered  severe  losses.  .  ^i         i.  j  4^u 

Senator  McCabran.  In  other  words,  it  apparently  cut  down  the 

consumption?  ,  .  ^.^^ 

Mr.  Harding.  We  suffered  severe  losses  in  our  earnings.     We 

made  no  earnings  at  all.  ,  •    ,      , 

Senator  McCarkan.  I  am  speaking  of  the  period  when  you  say 
your  costs  were  increased  ITV^  percent. 

Mr.  Harding.  Since  the  N.  R.  A.? 

Senator  McCarran.  Yes.  , ,      , 

Mr.  Harding.  Of  course,  we  had  to  add  whatever  increase  we 
had.  That  either  had  to  come  from  the  consumer,  or  had  to  go  back 
to  the  farmer  by  a  reduction  in  the  price  of  livestock. 

Senator  McCarran.  You  had  to  choose  between  those  two,  or 

stand  the  loss  yourself  ?  1     i  .      i.     j 

Mr.  Harding.  Either  the  farmer,  the  consumer  or  we  had  to  stand 

Senator  McCarran.  I  am  interested  in  this  particular  industry, 
as  I  happen  to  be  a  grower.  Why  is  it  that  the  farmer  receives  4 
cents  per  head  for  prime  steers,  and  when  we  buy  it  m  the  shape  of 
meat  or  beef  we  pay  anywhere  from  50  to  75  cents  or  a  dollar  I 

Mr.  Harding.  What  do  you  have  in  mind.  Senator,  when  you  say 
you  are  only  getting  4  cents  ? 

Senator  McCarran.  We  have  been  for  the  past  2  years.  I  under- 
stand it  has  gone  up  in  the  last  few  days. 

Mr.  Harding.  Last  week  it  was  12y2  and  13  cents. 

Senator  McCarran.  I  understand. 

Mr.  Harding.  I  can't  answer  that.    I  am  not  a  salesman,    i  am 

an  operating  man.  ^  j.v.  .  •  £ 

Senator  McCarran.  Pardon  me.    I  ]ust  wanted  to  get  that  intor- 

Mr.  Harding.  I  am  just  a  butcher,  I  know  nothing  about  the 
relation  between  the  consumer's  purchase  price  and  the  purchase 
price  of  our  cattle,  sheep,  and  hogs. 

Senator  Neely.  How  do  your  profits  or  losses,  subsequent  to  your 
increase  in  wages,  compare  with  your  profits  or  losses  before  the 

increase  was  granted?  . 

Mr.  Harding.  In  the  years  before  we  were  m  the  red .  throughout 

the  entire  industry.  .  . 

Senator  Neely.  Have  you  been  in  the  red  or  in  the  black  since 
you  have  given  your  employees  this  increase  of  8  percent? 

Mr.  Harding.  We  have  been  in  the  black.  Senator.  The  state- 
ment that  I  called  your  attention  to  a  litle  while  ago  indicates  that. 

Senator  Neely.  According  to  your  statements  increasing  the  wages 
of  labor  and  shortening  the  hours  of  service,  did  not  result  in  a  loss 
to  Armour  &  Co.,  but  in  increased  profits? 

Mr.  Harding.  In  the  depression  period  it  has,  but  it  had  not  in 
the  periods  prior  to  the  depression. 
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Senator  Neely.  Is  it  not  a  fact  that  history  conclusively  proves 
the  shortening  of  hours  in  industry  and  the  increasing  of  wages 
have  resulted  in  increased  prosperity? 

Mr.  Harding.  I  think  that  it  is  true  in  the  Nation  as  a  whole.  I 
think  that  is  true  in  the  Nation  as  a  whole,  Senator.  The  industry 
showed  0.82  cent  profit  for  the  last  year  on  every  $100  worth  of 
sales.     The  percentage  of  profit  in  our  industry  is  a  fraction. 

Senator  Neely.  I  understand  that  the  percentage  is  low. 

Mr.  Harding.  Yes,  sir. 

Senator  Neely.  But,  if  you  have  a  very  large  output  a  small  profit 
on  each  sale  will  amount  to  a  large  sum  during  a  year. 

Mr.  Harding.  As  a  matter  of  fact,  the  packing  industry  during 
the  past  year  just  barely  made  enough  money  to  pay  dividends 
to  the  stockholders,  just  barely  crossed  the  line. 

Senator  McCarran.  What  were  those  dividends? 

Mr.  Harding.  They  varied  all  the  way  from  4  to  6  percent. 

Senator  McCarran.  Do  you  have  a  structure  anywhere  in  your 
testimony  showing  your  overhead  as  regards  sales? 

Mr.  Harding.  No,  sir. 

Senator  Hatch.  I  did  not  understand  one  of  your  answers  to  a 
question  that  was  propounded.  I  want  to  see  if  I  can  get  it  clearly. 
Did  you  say  that  during  the  depression  the  shortening  of  hours  has 
not  decreased  your  earnings? 

Mr.  Harding.  No  ;  I  didn't  say  that.  I  said  that  during  the  de- 
pression we  were  in  the  red.  Since  the  depression,  since  the  N.  R.  A. 
went  into  effect,  things  have  improved  in  our  industry,  but  our 
profits  are  not  the  same  relative  percentage  they  were  prior  to  that. 

Senator  Hatch.  But  your  profits  have  increased  since  the  N.  R.  A. 

has  been  in  effect  ? 

Mr.  Harding.  Since  the  time  of  the  depression. 

Senator  Hatch.  Over  the  years  during  the  depression? 

Mr.  Harding.  That  is  correct. 

Senator  Neely.  The  company  by  which  Mr.  Harding  is  employed 
was  ''  in  the  red  ",  as  he  has  stated,  prior  to  the  time  the  employees 
were  given  an  8-percent  increase.  Since  the  increase  in  wages  was 
granted  the  company  has  been  "  in  the  black." 

Mr.  Harding.  I  want  to  get  you  straight  on  one  thing,  Senator. 
At  the  time  the  N.  R.  A.  went  into  effect  we  were  paying  36  cents 
an  hour  for  common  labor.  On  August  1,  1933,  when  we  signed 
the  President's  reemployment  agreement  and  came  within  the  modi- 
fied code  to  fit  the  labor  conditions  in  our  industry,  in  conformity 
with  the  code  we  went  up  to  421/2  cents.  That  was  increased  that 
year.  That  was  17%  percent,  and  that  took  place  along  the  line 
proportionately  among  the  semiskilled  and  the  skilled  men.  Then, 
voluntarily,  on  our  own  account,  by  reason  of  the  fact  that  we  were 
anxious  to  hold  our  people,  and  that  their  hours  were  reduced 
and  their  earnings  were  not  quite  as  much  as  they  were  prior  to 
August  1,  we  raised  them  again  to  46y2  cents  an  hour.  That  was 
on  December  2.  Then,  for  the  same  reason,  on  October  1,  1934,  we 
raised  them  to  60  cents  an  hour.  That  is  for  unskilled  labor,  those 
ftt  the  bottom.    From  there  on  up  they  got  the  same  percentage  of 

increase. 

Senator  Neely.  Was  that  increase  passed  on  to  the  consumer! 
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Mr.  Harding.  I  could  not  answer  that,  I  know  it  was  all  figured  as 
uost.  I  am  just  giving  you  a  statement  of  bare  facts,  what  actually 
took  place.  Whether  the  farmer  or  the  consumer  paid  for  it,  I 
don't  know. 

Senator  Hatch.  I  have  heard  it  said  that  they  both  paid  for  it. 

Mr.  Harding.  I  am  not  qualified  to  answer  that. 

Senator  Austin.  In  that  connection,  it  would  be  interesting  to 
imow  how  much  increase  in  the  number  of  employees  there  was 
under  the  N.  R.  A. 

Mr.  Harding.  I  can  give  you  that.  It  jumped  from  86  percent 
normal  to  103  percent.     That  is  17  percent. 

Senator  Austin.  What  is  the  number  of  employees  in  the  indus- 
try? 

Mr.  Harding.  Three  hundred  thousand  now. 

Senator  Austin.  And  that  increase  in  number  would  amount  to 
what? 

Mr.  Harding.  Well,  about  51,000. 

Senator  McCarran.  At  this  point  may  I  interrupt? 

Mr.  Harding.  Yes,  sir. 

Senator  McCarran.  Does  not  that  statement  largely  take  its  truth 
from  the  past  rather  than  the  present,  in  that  it  is  a  fact  that  refrig- 
eration processes  at  this  time  will  hold  meat  over  for  a  great  length 
of  time  ? 

Mr.  Harding.  First  answering  your  question.  Senator,  refrigera- 
tion has  been  in  existence  for  quite  a  number  of  years.  There  is  a 
limit  to  the  length  of  time  we  can  hold  fresh  meats.  Fresh  pork, 
for  instance,  should  be  consumed  promptly.  I  mean  pork  that  was 
not  frozen.  It  should  be  consumed  in  at  least  3  or  4  days,  or  really 
sooner.    If  vou  hold  it  6  or  7  days  it  begins  to  deteriorate. 

Now,  beef  is  improved  with  age  up  to  a  certain  point.  In  many 
hotels  and  clubs  they  take  the  sirloins  and  the  rounds  and  they  hold 
them  2  or  3  weeks  until  they  get  whiskers  on  them,  with  the  mis- 
taken idea  that  it  makes  the  beef  more  tender.  Beef  and  mutton 
and  pork  commence  to  deteriorate  the  minute  the  animal  is 
slaughtered.  Deterioration  sets  in  right  away,  and  it  is  just  a  ques- 
tion of  time  until  it  gets  to  the  point  where  you  cannot  eat  it. 

Senator  Neely.  How  long  can  beef  be  preserved  by  proper  treat- 
ment. 

Mr.  Harding.  There  are  two  ways  of  treating  beef.  One  is  to  sell 
it  in  the  fresh  form. 

Senator  Neely.  How  long  can  it  be  preserved  in  proper  condition 
for  human  consumption? 

Mr.  Harding.  We  ship  cattle  from  Oklahoma  City  and  Fort 
Worth,  Tex.,  to  Calais,  Maine,  which  takes  about  7  days.  We  can 
hold  it  another  7  days  with  impunity,  perhaps  10  days.  I  would  say, 
roughly,  beef  can  lie  held  in  temperatures  of  from  36  to  38  for  30 
days,  but  no  longer. 

Senator  McCarran.  You  are  no  doubt  familiar  with  the  importa- 
tion of  beef  from  South  America. 

Mr.  Harding.  There  is  none,  except  in  the  canned  form. 

The  beef  exported  from  South  America  goes  to  England  and  the 

Continent. 

Senator  Neely.  Is  any  fresh  meat  imported  into  this  country? 
Mr.  Harding.  None  at  all,  Senator. 
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Answering  your  question  further.  Senator  McCarran,  South  Amer- 
ica,  taking  about  20  days  by  boat  to  England,  can  land  fresh  meat 
in  England  for  sale  as  such.  Australia,  being  about  3  or  4  weeks 
from  England,  must  freeze  their  beef  to  have  it  arrive  in  salable 
condition.  There  is  a  marked  difference  in  the  appearance  of  frozen 
beef  and  fresh  beef.  The  Australian  beef  is  sold  at  a  discount  as 
compared  with  the  South  American  beef. 

Does  that  answer  your  question? 

Senator  McCarran.  Yes.  .        .      .    ,      - , 

Senator  Neely.  What  is  the  percentage  of  deterioration  in  beef  by 
reason  of  its  beinsr  frozen?  i-  n  tj. 

Mr.  Harding.  When  you  freeze  beef  it  has  a  different  flavor.  It 
has  lost  its  juice.     It  is  difficult  to  say  just  what  the  percentage  of 

deterioration  would  be. 

Senator  McCarran.  Do  you  have  any  structure  showinff  the  over- 
head of  your  plant  as  regards  salaries  and  other  overhead,  together 
with  the  dividends  paid? 

Mr.  Harding.  I  have  not. 

Senator  McCarran.  What  is  the  average  salary  of  your  executive 

officers  ? 

Mr.  Harding.  We  have  had  a  change  in  our  organization.  I  don't 
know  what  the  salaries  are.  I  am  not  in  a  position  to  say  what 
salaries  are  paid  our  people,  or  what  salaries  the  executives  are  paid 
in  any  of  the  other  plants.  They  keep  that  to  themselves.  The 
board  of  directors  would  be  the  only  ones  who  could  answer  that 

question.  -       ,  .l     o 

Senator  McCarran.  There  is  no  way  to  get  that  for  the  committee  If 

Mr.  Harding.  No,  sir. 

Senator  McCarran.  Could  you  give  us  the  dividends? 

Mr.  Harding.  The  four  or  i&ve  large  packers  paid  6-percent  divi- 
dends to  stockholders. 

Senator  McCarran.  On  the  common  stock? 

Mr.  Harding.  No;  on  the  various  kinds  of  stock.  The  capital 
structure  is  set  up  in  different  ways.  On  the  preferred  stock  they 
paid  6  percent.  I  don't  know  what  they  pay  on  the  other  stocks. 
I  know  that  no  dividends  were  paid  on  the  stock  of  my  company. 

Senator  McCarran.  Could  you  refer  us  to  anyone  who  would  have 
the  structure  showing  the  overhead  as  regards  salaries  and  dividends 
and  bonuses,  if  there  be  any  ? 

Mr.  Harding.  The  only  people  I  could  refer  you  to  would  be  the 
Institute  of  American  importers. 

Senator  McCarran.  That  is  an  organization  of  the  packers? 

Mr.  Harding.  Of  the  packers  throughout  the  country.  It  is  a 
trade  association. 

Senator  McCarran.  You  are  not  yourself  a  packer  ?  You  repre- 
sent a  group  of  packers  ? 

Mr.  Harding.  Yes.  I  am  down  here  for  the  Illinois  Manufactur- 
ers' Association,  and  the  packers'  division  of  that  association. 

Senator  McCarran.  That  organization  is  supported  by  contribu- 
tions from  the  several  packing  institutions  ? 

Mr.  Harding.  The  Illinois  Manufacturers'  Association? 

Senator  McCarran.  Yes. 

Mr.  Harding.  From  several  hundred  concerns  in  Chicago   and 

Illinois. 
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Senator  McCarran.  They  contribute  to  the  support  of  that  asso- 
ciation ? 

Mr.  HAfiDiN"G.  They  contribute  to  the  support  of  that  association. 

Senator  McCarran.  That  contribution  is  an  addition  to  their  own 
individual  expense? 

Mr.  Harding.  Correct. 

Senator  Hatch.  I  was  interested  in  the  statement  you  just  made 
that  this  added  cost  would  have  to  be  taken  care  of  either  by  the 
consumer  or  by  the  farmer.  Why  should  not  industry  take  care  of 
apart  of  it? 

Mr.  Harding.  Well,  we  could  not  continue  to  operate  if  we  operate 
at  a  loss. 

Senator  Hatoh.  The  farmer  operates  at  a  los's. 

Mr.  Hardixg.  If  we  had  continued  another  couple  of  years  oper- 
ating at  a  loss,  we  would  have  had  hundreds  of  thousands  thrown 
out  of  employment. 

Senator  Hatch.  The  farmers  have  been  operating  at  a  loss  for  a 
number  of  years.  The  consumer  has  generally  been  operating  at  a 
loss.  Why  should  one  industry  say  to  another :  "  We  will  not  share 
a  part  of  this  added  cost  which  is  for  the  benefit  of  everyone.  We 
will  make  you  take  it  all." 

Mr.  Harding.  I  can't  answer  that  question,  but  T  can  say  thnt  if 
industry  cannot  make  a  profit,  it  must  fail.  If  industry  fails,  people 
will  be  out  of  employment. 

Senator  Hatch.  You  could  not  share  a  part  of  that  added  cost? 

Mr.  Harding.  I  cannot  answer  that  question.  I  am  not  qualified 
to  answer  it.  It  goes  over  my  head,  when  you  get  into  financial 
matters. 

Senator  McCarran.  I  should  like  to  make  this  comment,  so  that 
you  may  catch  my  individual  viewpoint.  This  has  come  to  me  from 
a:i  investigation  of  some  other  industries  of  similar  character.  I 
would  be  glad  to  have  my  thought  exploded,  to  the  extent  that  I 
might  be  enlightened;  but  I  find  in  an  investigation  of  this  kind 
that  the  intermediary  l)etween  the  producer  and  the  consumer  re-^ 
ceives  all  the  benefits  and  the  profits,  and  the  producer  and  the  con- 
sumer bear  the  enormous  burden. 

Mr.  Harding.  I  am  not  in  a  position  to  discuss  that  with  you.  I 
can't  do  it.    I  can't  do  it,  because  I  dont  know. 

Senator  McCarran.  I  just  leave  that  thought  with  you.  I  want 
somebody  to  tell  me  sometime  why  it  should  be. 

Mr.  Harding.  I  can't  enlighten  you  on  that.  There  is  just  one 
point  I  want  to  leave  with  this  committee. 

From  a  practical  standpoint,  it  is  simply  impossible — and  I  say 
this  in  all  fairness — for  us  to  operate  our  industry  on  a  rigid  week 
of  any  number  of  hours.  It  is  going  to  mean  one  thing.  It  is  going 
to  mean  that  when  that  certain  number  of  hours  is  used  up,  we  are 
going  to  have  to  stop  buving  livestock.     We  can't  do  anything  else. 

Senator  McCarran.  Going  back  into  your  own  history,  you  have 
been  in  this  game — and  I  do  not  use  that  expression  in  an  offensive 
sense — for  a  long  time. 

Mr.  Harding.  That  is  right. 

Senator  McCarran.  And  you  recall  the  time  when  the  hours  were 
unlimited,  I  believe  you  said.     I  think  you  said  10  or  12  hours. 

Mr.  Harding.  Ten,  I  said. 
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Senator  McCarran.  In  your  industry? 

Mr.  Harding.  Yes,  sir. 

Senator  McCarran.  When  the  progress  of  events  came  along 
whereby  there  was  a  demand,  aided  by  organized  labor  or  from  what- 
ever source  it  may  have  come,  for  the  curtailment  of  those  hours, 
you  found  the  same  opposition  you  now  present. 

Mr.  Harding.  No.  We  didn't  find  the  same  opposition.  No  one, 
to  my  knowledge,  took  the  position  that  we  could  not  ojDerate  on  an 
8-hour  day  if  we  had  a  flexible  week.  There  was  opposition  on  the 
part  of  some  people  on  account  of  two  things^ — lack  of  facilities  to 
enable  them  to  do  that  work  in  8  hours,  plus  additional  cost.  If 
they  had  an  8-hour  basic  day,  they  had  to  pay  overtime  for  the  ninth 
and  tenth  hours.  But  nobody  ever  took  the  position  that  we  could 
not  operate  on  a  basic  8-hour  day.  The  thought  was  that  they  were 
trying  to  impose  a  rigid  week  on  us.  We  must  have  a  flexible  week. 
We  must  have  elasticity.  We  simply  cannot  function  in  any  other 
way.  If  we  are  to  be  put  on  a  rigid  week,  it  would  simply  mean  that 
when  that  number  of  hours  is  up,  bingo !  we  have  to  stop  work. 

Here  is  another  point  I  want  to  leave  with  this  committee :  Our 
product  is  all  perishable.  I  am  not  speaking  particularly  of  the 
products  of  beef  and  sheep  and  hogs,  but  the  byproducts  we  work 
up.  For  instance,  in  the  manufacture  of  sausage,  when  a  man 
starts  on  that  job  he  must  finish  it.  If  a  man  starts  to  make  a  cer- 
tain kind  of  sausage,  he  can't  stop  in  the  middle  any  more  than  a 
baker  can  stop  making  dough  and  let  somebody  else  take  his  place. 
What  would  happen  would  be  that  he  would  partly  finish  his  job, 
and  then  the  rigid-hour  week  would  come  along  and  he  would  have 
to  go  home,  and  that  product  would  spoil. 

Senator  McCarran.  Could  not  someone  else  step  in  and  take  his 
place  ? 

Mr.  Harding.  Not  very  well.  They  would  not  know  how  far  the 
process  has  gone. 

Senator  McCarran.  Would  not  that  be  the  same  if  you  had  a  10- 
hour  day?    When  the  tenth  hour  arrived  you  would  have  to  quit? 

Mr.  Harding.  I  am  speaking  about  the  week. 

Senator  McCarran.  How  do  you  operate  now  with  the  40-hour 
week? 

Mr.  Harding.  With  tolerance.  We  have  a  40-hour  week,  but  we 
have  8  weeks  where  we  can  work  48  hours,  and  we  have  8  weeks 
where  we  can  work  53  hours.  When  we  reach  that  point  in  this 
industry  we  take  advantage  of  that. 

Senator  McCarran.  When  you  reach  the  highest  point,  if  you  are 
in  process  of  preparing  a  product,  what  do  you  do? 

Mr.  Harding.  We  have  8  weeks  at  ^3  hours.  We  can  take  advan- 
tage of  one  of  the  53-hour  weeks.  We  have  to  plan  our  work  so  we 
can  start  soon  enough  to  get  out  in  53  hours. 

Senator  McCarran.  Does  anyone  take  his  place? 

Mr.  Harding.  No,  sir;  he  finishes  his  job  in  40  hours,  48  hours, 
or  53  hours.  We  have  a  latitude  there  of  13  hours,  which  enables  us  to 
plan  our  work  properly. 

Senator  Neely.  When  you  reduced  the  working  day  from  10  to  8 
hours  did  you  not  believe  you  could  not  accommodate  yourselves 
to  that  change,  just  as  you  now  believe  that  you  cannot  accommo- 
date yourselves  to  a  reduction  from  8  to  6  hours? 
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Mr.  Harding.  We  never  reduced  the  working  day  from  10  to  8 
hours.  We  still  work  10  hours  on  certain  days.  We  frequently 
kill  10  hours  on  Tuesday  and  Wednesday. 

Senator  Nefxy.  Do  you  pay  any  increased  compensation  for  the 
work  that  is  done  after  the  eighth  hour  ? 

Mr.  Harding.  No,  sir;  under  our  modified  code  we  are  paying 
time  and  one-third  after  the  tenth  hour. 

Senator  Neely.  Ten  hours  is  your  basic  day  ? 

Mr.  Harding.  Ten  hours  is  our  basic  day.  We  are  paying  time 
and  one-half  instead  of  time  and  one-third,  as  provided  by  the  code. 

Senator  Neely.  Do  you  have  a  basic  week  under  the  code? 

Mr.  Harding.  We  have  36  weeks  a  year  in  which  we  cannot  work 
more  4;han  40  hours,  8  weeks  in  which  we  cannot  work  more  than 
48  hours,  and  8  weeks  in  which  we  cannot  work  more  than  53  hours. 
That  was  given  us  at  that  time  for  the  same  reasons  that  I  am  bring- 
ing up  here,  that  we  can't  operate  on  a  rigid  week.  You  see,  we 
are  not  dealing  in  ingots  of  steel  or  metal,  or  anything  of  that  kind. 
Our  product  is  all  perishable.  We  have  a  very  large  number  of 
different  processes  through  which  our  products  must  pass. 

Some  of  it  is  made  into  sausage.  Some  of  it  is  cured,  and  after 
curing  for  60  days  it  is  smoked,  and  after  being  smoked  for  48  hours 
it  goes  to  the  trade.  The  ramifications  are  enormous  in  our  busi- 
ness. When  I  was  superintendent  of  the  Chicago  plant  it  covered 
20  city  blocks.  There  must  be  at  least  60  buildings,  with  a  separate 
process  going  on  in  each  building.  You  can  imagine  what  would 
happen  in  that  plant  when  the  thirtieth  hour  comes  along  and  every- 
body quits  and  goes  home,  with  the  building  filled  with  perishable 

products. 

Senator  Neely.  Under  the  40-  or  48-  or  53-hour  week,  employees 

would  eventually  have  to  quit  and  go  home. 

Mr.  Harding.  Yes;  but  we  have  that  flexibility  whereby  we  can 
use  additional  hours  up  to  16  weeks.  As  I  said  before,  we  have  36 
weeks  where  we  can  only  work  40  hours,  8  weeks  where  we  can  work 
only  48  hours,  and  then  we  have  8  weeks  where  we  can  work  as 
much  as  53  hours. 

Senator  Neely.  Can  you,  in  a  given  week,  work  a  part  of  your 
employees  40  hours,  another  part  48  hours,  and  still  another  group 
KQ  hours " 

Mr.  Harding.  That  could  be  done  in  one  department.  You  could 
work  48  hours,  and  I  could  work  53  hours,  and  the  Senator  there 
could  work  40  hours.     We  keep  a  record  of  each  individual. 

That  is  all  I  have. 

Senator  Neely.  Are  there  any  further  questions? 

Senator  Austin.  Under  that  system  apparently  the  employee  is 
eager  to  get  as  high  a  number  of  hours  as  he  can. 

Mr.  Harding.  That  is  right.  There  is  another  thought  I  want  to 
leave  here.  Our  people  on  the  average  have  spent  a  lifetime  in  that 
industry.  Most  of  our  workers,  especially  the  skilled  men,  have 
had  long  periods  of  service.  We  give  a  vacation  to  those  who  have 
been  with  us  10  years  or  over,  and  50  percent  of  our  hourly  people 
get  the  vacation.  That  indicates  what  percentage  has  been  with  us 
that  long.  They  have  been  accustomed  to  having  certain  earnings 
per  week,  and  they  like  to  get  in  as  many  hours  as  they  can,  because 
that  increases  the  pay  envelop  they  take  home. 
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Senator  Neely.  What  is  the  length  of  the  vacation? 

Mr.  Harding.  For  those  who  have  been  with  us  5  years,  1  week's 
pav;  for  those  who  have  been  with  us  10  years,  2  weeks  with  pay. 
When  we  figure  the  pay  we  figure  the  average  earnings  for  the 
entire  year. 

Senator  Neely.  In  case  of  illness  what,  if  anything,  is  done  for 
the  employee? 

Mr.  Harding.  We  have  a  health  association,  and  the  members  of 
the  association  after  the  first  week  get  from  $7  to  $8  a  week. 

Senator  Neely.  Are  those  payments  made  from  dues  collected 
from  the  employees? 

Mr.  Harding.  No,  sir. 

Senator  Neely.  Or  from  wages  withheld,  or  are  they  paid  by  the 
company  ? 

Mr.  Harding.  It  is  compensation  paid  by  the  company.  We  carry 
health  insurance  on  these  people  and  we  pay  for  it.  We  also  have 
group  insurance  for  our  employees,  to  which  they  do  not  contribute. 

Senator  Neely.  Thank  you. 

STATEMENT  OF  R.  W.  DAENELL,  CHICAGO,  ILL. 

Mr.  Darnell.  I  represent  the  Chicago  Paper  Box  Manufacturers' 
Association  and  also  the  set-up  paper-box  industry,  and  wish  to  say 
a  few  words  on  the  effect  the  proposed  30-hour  week  will  have  on 
the  industry. 

Employees  engaged  in  producing  the  set-up  paper  boxes  are  to  a 
great  extent  highly  skilled,  it  taking  years  to  develop  the  experienced 
machine  operators  and  hand  workers. 

If  the  proposed  30-hour  week  becomes  effective,  it  will  be  neces- 
sary in  tnis  industry  to  increase  the  number  of  employees  33% 
percent  in  order  to  produce  as  much  production  volume  in  30  hours 
as  is  now  being  produced  in  40,  which  is  the  maximum  of  hours  the 
industry  is  working  at  present.  There  will,  of  course,  be  an  im- 
mediate increase  in  labor  costs  of  33%  percent,  but  this  is  not  the 
only  increase  in  cost,  inasmuch  as  the  new  help  which  will  have  to 
be  taken  on  will  all  be  inexperienced  and  will  produce  from  20  to 
35  percent  of  the  work  now  produced  by  the  experienced  help.  In- 
asmuch as  these  new  employees  will  be  paid  a  minimum  wage,  which 
must  be  guaranteed  regardless  of  .production  attainment,  costs  will 
be  far  in  excess  of  the  33%-percent  advance  in  hourly  wage  rates. 

Adoption  of  the  30-hour  week  will  require  either  additional  plant 
and  equipment  or  the  working  of  more  than  one  shift.  In  the  case 
of  additional  equipment  it  will  be  necessary  for  the  manufacturer  to 
make  additional  fixed  investment,  which  will  increase  cost  by  the 
amount  of  additional  depreciation  and  upkeep.  Cost  will  also  be 
increased  due  to  failing  to  absorb  as  much  depreciation  on  equipment 
now  owned  on  the  30-hour- week  basis  as  is  now  absorbed  on  40-hour- 
week  basis.  If  in  order  to  avoid  additional  investment  the  manu- 
facturer resorts  to  working  two  shifts,  the  cost  will  be  increased 
through  the  use  of  additional  supervision  and  other  operating  costs. 

The  30-hour  week  will  produce  higher  costs  throughout  all  in- 
dustries, therefore  the  paper-box  manufacturer  may  expect  to  pay 
more  money  for  his  raw  materials  than  he  is  paying  today.  These 
increased  raw  material  costs  when  added  to  the  increased  labor  costs 
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will  produce  a  sales  price  so  high  that  it  will  force  many  present 
users  of  set-up  paper  boxes  to  adopt  other  methods  of  packaging. 
This,  of  course,  works  to  reduction  of  sales-volume  earnings  and 
employment  in  this  industry. 

The  30-hour  week  will  cause  selling  prices  to  be  advanced  to  such 
an  extent  that  the  market  for  set-up  paper  boxes  will  be  opened 
up  to  foreign  competition  with  a  consequent  reduction  of  volume  for 
the  domestic  manufacturer. 

It  is  felt  that  the  adoption  of  the  30-hour  week  w  ill  work  a  terrific 
hardship  on  the  industry  as  a  whole  and  w^ill  work  out  in  such  a 
way  as  to  put  many  small  and  financially  weak  concerns  out  of 
business  because  it  will  not  be  possible  to  pass  the  entire  increased 
cost  on  to  the  consumer.  Those  that  are  not  eliminated  will  have 
their  earnings  so  reduced  that  they  wdll  be  unable  to  accumulate 
sufficient  surplus  to  enable  them  to  provide  plant  and  equipment  for 
expansion. 

That  is  all  I  have. 

Senator  Neely.  Are  there  any  questions? 

Senator  Austin.  About  how  many  employers  are  comprehended 
in  this  paper-box  manufacturers'  association? 

Mr.  Darnell.  I  can't  give  you  the  exact  number,  but  approxi- 
mately 2,500  or  3,000  in  the  Chicago  district.  It  is  made  up  of  many 
small  plants.  There  are  a  few  fairly  large  plants,  but  many  are 
quite  small  and  employ  but  25,  50,  or  75  people.  These  concerns  are 
very  small  and  have  a  very  limited  amount  of  capital.  They  have 
been  working  under  heavy  losses  for  the  last  2,  3,  or  4  years.  They 
do  not  have  the  money,  and  it  would  be  very  hard  for  them  to  get 
the  money  to  provide  additional  capital  to  take  care  of  the  additional 
employees  that  would  have  to  be  put  on,  or  to  have  working  capital 
sufficient  to  take  up  any  of  this  increased  cost  that  they  cannot  pass 
on  to  the  consumer. 

Senator  Hatch.  What  is  the  condition  of  unemployment  now  in 
your  industry? 

Mr.  Darnell.  As  to  skilled  workers  within  the  industry,  there  is 
practically  no  unemployment.  We  have  difficulty  at  this  time  in  get- 
ting the  necessary  number  of  skilled  operators.  In  our  own  particular 
company  we  manufacture  only  fine  pjaper  boxes,  which  is  all  hand 
work.  These  girls  that  we  have  working  for  us  now  have  been  there 
10  or  15  years.  To  bring  in  new  help  without  experience  in  that 
work  would  be  a  tremendous  cost,  because  it  takes  months  and  years 
before  they  can  get  to  a  point  where  they  can  accomplish  anything. 
That  was  the  point  I  had  reference  to  a  while  ago,  when  I  spoke 
of  the  additional  cost  of  the  33%  percent  of  the  new  workers  that 
would  be  required.  Our  code  requires  us  to  pay  a  minimum  hourly 
wage.  That  has  to  be  paid  these  operators  regardless  of  their  pro- 
ductive attainment.  It  an  operator  produces  only  20  percent  of 
what  an  experienced  operator  can  produce,  we  have  to  pay  the  mini- 
mum wage  just  the  same.  They  don't  begin  to  break  even  in  our 
particular  concern  until  they  get  up  to  90  or  100  percent  of  the 
standard  of  production  which  the  other  operators  are  making. 

Senator  Neely.  Thank  you  very  much. 

I  am  compelled  to  leave  at  this  time  to  keep  an  important  engage- 
ment, and  will  ask  Senator  McCarran  to  preside. 
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STATEMENT  OF  JOHN  D.  BATTLE,  EXECUTIVE  SECRETARY 
NATIONAL  COAL  ASSOCIATION,  WASHINGTON,  D.   C. 

Senator  McCarran.  State  your  name  and  occupation. 

Mr.  Battle.  My  name  is  John  D.  Battle.  I  am  executive  secre- 
tary of  the  National  Coal  Association,  a  national  organization  of 
bituminous  coal  operators. 

Senator  McCarran.  What  is  your  address? 

Mr.  Battle.  Washington,  D.  C. 

This  association  of  bituminous  coal  operators  has  membership 
in  every  coal-producing  State  in  the  Union.  The  association  repre- 
sents between  60  and  70  percent  of  the  commercial  tonnage  of  the 
country. 

At  its  recent  annual  meeting  in  Washington,  the  association  went 
on  record  as  being  opposed  to  the  proposed  30-hour  week  legislation. 
It  is  opjDosed  to  it  in  general  for  the  reason  that  it  does  not  believe 
it  will  accomplish  the  things  claimed  for  it,  and  that,  especially  so 
far  as  the  bituminous  mining  industry  is  concerned,  its  effect  will  be 
injurious  rather  than  helpful.  For  the  most  part  I  shall  confine  my 
remarks  to  the  effects  or  the  measure  upon  the  bituminous  mining 
industry. 

The  introductory  paragraphs  of  the  bill  set  forth  the  grounds  on 
w^hich  its  enactment  is  advocated.  They  may  be  referred  to  briefly 
under  three  heads. 

(1)  The  constitutional  justification  for  Federal  legislation  affect- 
ing houi-s  and  earnings  is  sought  through  the  implication  that  under 
the  interstate  commerce  clause,  all  the  conditions  surrounding  the 
l^roduction  of  commodities  can  be  regulated  by  the  Federal  Govern- 
ment if  the  goods  concerned  would  after Avards  enter  interstate  com- 
merce. As  applied  to  the  bituminous  mining  industry,  this  would 
mean  that  because  bituminous  coal  enters  interstate  conmierce  all 
the  conditions  under  which  it  is  produced  are  subject  to  Federal 
control.  This  runs  counter  to  numerous  decisions  of  the  Supreme 
Court,  of  which  I  will  refer  to  only  two. 

In  259  U.  S.  355,  the  Court  used  the  following  language : 

Coal  mining  is  not  interstate  commerce,  and  the  power  of  Congress  does  not 
extent  to  its  regulation  as  such. 

Again,  in  247  U.  S.  251,  272,  the  Court  said : 

The  making  of  goods  and  the  mining  of  coal  are  not  commerce,  nor  does  the 
fact  that  these  things  are  to  be  afterward  shipped  or  used  in  interstate  com- 
merce make  their  production  a  part  thereof. 

(2)  The  second  feature  of  the  introductory  section  consists  of  a 
graphic  description  of  the  unfortunate  effects  of  the  industrial 
depression  through  which  the  country  has  been  passing  during  the 
last  5  years.     On  that  phase  of  the  bill  we  have  no  comment  to  make. 

In  the  third  place,  the  introductory  section  implies  that  the  enact- 
ment of  the  30-hour  w^eek,  as  proposed  in  this  bill,  will  serve — 

To  provide  a  fairer  and  more  nearly  balanced  income;  to  put  idle  machines 
and  people  to  work ;  to  increase  the  purchasing  power  of  the  people  and  thereby 
stimulate  production  to  capacity;  to  revive  languishing  commerce  and  trade; 
and  to  promote  the  happiness  and  comfort  of  the  people. 

This  implication  is  entirely  unsupported  by  evidence,  and  yet 
from  the  practical  point  of  view  the  entire  argument  for  the  bill 
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depends  upon  the  validity  of  this  claim.  It  is  to  the  practical  effects 
of  the  imposition  of  a  30-hour  week  upon  the  bituminous  mining 
industry  that  I  wish  to  call  your  special  attention. 

The  bituminous-mining  industry  is  one  of  the  ^-eat  industries  of 
the  country.    In  it  are  invested  billions  of  dollars  and  between  400,- 

000  and  500,000  employees  are  en<raged  in  it.  For  a  decade  and  a 
half  it  has  been  involved  in  a  desperate  and,  on  the  whole,  a  losing 
battle  with  rival  sources  of  heat  and  energy,  especially  fuel  oil, 
natural  gas,  and  hydrogenerated  electricity.  While  other  factors 
enter  into  the  choice  between  bituminous  coal  and  some  rival  fuel, 
the  fundamental  factor  is  always  relative  delivered  cost  For  over 
a  decade  after  the  close  of  the  World  War,  in  spite  of  a  constant 
downward  trend  in  bituminous-(  oal  prices,  the  industry  saw  more 
and  more  of  its  market  turning  to  rival  sources  of  heat  and  energy. 

1  need  only  repeat  the  often-quoted  figures  published  by  the  Bureau 
of  Mine3,  which  show  that  whereas  in  1920  bituminous  coal  furnished 
66.3  percent  of  the  total  energy  contributed  by  the  several  mineral 
.fuels  and  water  power  in  the  United  States,  in  1933  that  percentage 
had  declined  to  45.2.  This  was  a  decline  of  nearly  32  percent.  If 
bituminous  coal  had  furnished  the  same  percentage  of  the  energy 
requirements  of  the  country  in  1933  that  it  did  in  1920,  the  con- 
sumption, even  in  that  year  of  business  depression,  would  have  been 
practically  440,000,000  tons  instead  of  the  actual  consumption  of 
334,000,000  tons. 

In  October  1933  the  industry  began  to  operate  under  its  code  of 
fair  competition,  which  entailed  a  very  substantial  increase  in  min- 
ing costs,  most  of  it  due  to  higher  wage  scales.  In  April  1934  costs 
were  further  increased  by  amendments  to  the  code,  which,  partly 
through  the  establishment  of  the  7-hour  day,  and  partly  through 
advances  in  wage  rates,  added  greatly  to  the  labor  cost  per  ton  of 
producing  coal.  In  the  meantime,  :fuel  oil,  in  spite  of  efforts  to 
control  that  industry,  advanced  relatively  little  in  price;  natural 
gas,  unregulated  by  code  and  only  partially  regulated  by  State  regu- 
latory bodies,  continued  its  cutthroat  competitive  practices;  and  the 
production  of  hydrogenerated  electricity  was  directly  aided  and 
stimulated  by  Federal  funds.  When  the  figures  are  available,  it 
will  be  found  that  loss  of  market  to  these  rival  sources  of  energy  is 
still  going  on  and  will  continue  in  the  future  at  an  accelerating  rate. 
Neither  the  capital  nor  the  labor  in  the  industry  can  afford  to  add 
to  the  price  handicap  under  which  bituminous  coal  is  laboring. 

The  imposition  of  the  30-hour  week  upon  the  bituminous-mining 
industry  would  be  such  a  handicap  and  one  of  serious  proportions. 
For  many  years  in  the  industry  operated  under  a  48-hour  week. 
At  the  time  of  the  adoption  of  the  original  code  of  fair  competition 
in  October  1933  the  40-hour  week  was  established.  When  the  code 
was  revised  in  April  1934  the  35-hour  week  was  introduced.  No 
adequate  information  with  reference  to  labor  cost  under  the  35-hour 
week  is  yet  available,  but  such  information  has  been  published  by 
the  Division  of  Research  and  Planning  of  N.  R.  A.  for  the  40-hour- 
week  period. 

Their  report  shows  that  labor  cost  constituted  on  the  average  some- 
what over  60  percent  of  the  total  cost  of  producing  coal,  and  that 
total  cost  averaged  $1.62  a  ton.  Reducing  the  weekly  hours  of  work 
from  40  to  30  and  maintaining  the  same  earnings  per  day,  as  is  con- 


templated  in  this  bill  would  add  331/3  percent  to  the  labor  cost  of 
producing  coal,  which  would  amount  to  somewhat  over  32  cents  per 
ton  feuch  an  increase  m  cost  would  involve  an  increase  in  the  price 
^l.t^^^'n^"'^?  ""^  ^^^  334,000,000  tons  of  coal  used  in  1933  by  over 
?MUU,OUU,0(X)  A  part  of  this  increased  cost  is  already  being  felt 
•  V^f u  the  35-hour  week.  The  remainder  of  it  would  become  effective 
II  the  dO-hour  week  were  introduced. 

There  is  no  escape  from  these  conclusions.  Shortening  hours  and 
maintaining  wages  will  increase  the  labor  cost  of  producing  coal 
which  must  lead  to  an  increase  in  prices  if  operators  are  to  remain 
in  business;  and  that  increase  in  price  will  give  additional  impetus 
to  the  movement  away  from  coal  to  rival  sources  of  ener^v  which  has 
already  wrought  such  havoc  in  the  industry.  A  lessened  demand  for 
coal,  shorter  running  time,  reduced  employment,  and  lower  aggreo-ate 
earnings  would  be  the  result.  '  »&    «= 

There  is  another  serious  aspect  of  the  30-hour- week  proposal  of 
special  significance  for  the  bituminous  mining  industry  to  which  I 
wish  to  call  your  attention  briefly.  The  consumption  of  bituminous 
coal  is  highly  seasonal  in  chara<;ter,  domestic  consumption  being 
almost  entirely  confined  to  the  winter  months,  and  even  industrial 
consumption  being  largely  affected  by  climatic  conditions. 

btorage  at  points  of  consumption,  on  account  of  the  bulky  naturt 
ot  the  commodity  and  its  rapid  degradation,  is  necessarilV  limited 
ill  amount,  and  m  most  mining  fields  storage  at  the  point  of  produc- 
tion  is  impossible.    As  a  result,  the  curve  of  production,  month  bv 
month,  tends  to  follow  the  curve  of  consumption.    In  a  normal  year 
the  demand  for  coal  in  the  country  as  a  whole,  and  hence  its  pro- 
cluction,  is  50  percent  greater  in  some  months  than  in  others,  while 
in  individual  States  the  variation  is  even  greater.     Under  no  cir- 
cumstances can  regularity  of  employment  throughout  the  year  be 
maintained  m  any  State.    Even  the  nominal  40-hour  week,  With  no 
more  men  working  than  are  necessary  to  get  out  the  production  of 
the  maximum  week,  means  an  average  for  all  mine  employees  in  the 
country  of  26  hours  a  week  in  the  month  of  minimum  production, 
with  averages  of  less  than  10  hours  per  week  in  three  coal-producin*^ 
states.    Reducing  the  maximum  hours  to  30  per  week  would  necessi" 
tate  employing  more  men  to  mine  the  output  of  the  month  of  maxi- 
mum demand ;  it  would  reduce  the  average  hours  available  for  the 
oA^r^^X/^  ^  ^^^^®  ^"  *¥  "^ini"i""i  month  to  19.5,  with  no  less  than 
20  to  25  important  coal-producing  States  furnishing  less  than  20 
hours  per  week  of  employment.    A  maximum  30-hour  week  would 
mean  an  actual  average  weekly  hours  of  employment  throughout  the 

7AV'^  ^ttI^V^J"^^^^^'  ^^'^^  ^^  Missouri,  19.68  in  Colorado,  and 
16.45  m  Utah.  There  may  be  industries  in  which  a  30-hour  week 
would  mean  a  30-hour  week;  in  the  bituminous  industry,  because  of 
Its  seasonal  character,  a  nominal  30-hour  week  would  mean  an  actual 
average  for  the  hundreds  of  thousands  of  men  in  the  industry  of 
obout  24  hours  a  week  throughout  the  year.  This  extremely  short 
work  week  would  be  enioyed  not  only  by  the  400,000  men  needed  in 
the  industry  while  operating  under  a  40-hour  week  but  by  an  addi- 
tional 100,000  men  needed  to  get  out  the  production  of  the*  maximum 
month  under  a  30-hour  week. 

We  are  not  quite  able  to  understand  how  it  can  be  contended  that 
interstate  commerce  is  now  burdened,  hampered,  and  clogged  be- 
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Zt  fte  Imenca.>  ^ople  have  bTen  deprived  of  the  incalculable  a.l- 
vantaaes  and  benefits  oi  the  abundance  of  goods.  Certa.nly  th.s  does 
not  aoDlv  to  coal,  for  the  mining  industry  produces  only  to  me^et  the 
d:nrn?'andTnle.s  industry  in  ^  "-J-^Sf  ., to^^^^  ^'" 
coal  industry  will,  of  course,  not  be  able  to  put  inen  t«   xvoiK. 

A  suZesfion  has  been  made  that  mines  should  work  two  6-hour 
.h^tsS  and  fl^reby  increase  the  number  of  men  -^''^d  to^P^ 
duce  coal  \)V  double  the  number  already  employed.  Ihis  wou'^j^on 
The  surface  appear  to  offer  a  solution,  but  the  facts  are  that  coal 
cannot  now  te  sold  when  mines  are  only  working  from  3  to  4  days  per 
week  on  a  7  hour  basis;  and  it  is  pertinent  to  >nq«.re  h„w  we  can 
sell  the  quantity  of  coal  that  would  be  produced  in  12  hours  i«r 

•""inlth;;" ftuTeln^connection  with  this  suggestion  is  that  in  many 
sect^o^s  of  the  country  the  men  who  work  in  -"l  ■»>-«  hve  »t  the 
mines  in  houses  built  by  the  mining  companies  for  that  purpose,  lo 
rmploytw^  shifts  would  require  the  building  of  more  houses.  In 
f^cttL  facilities  would  have  to  be  doubled.  I  know  of  no  mining 
company  in  a  position  to  carry  out  any  such  program  at  th.s  t.nie 
KanJ  instances  there  is  no  place  to  build  homes  even  if  a  company 

"YrmraSLtl*:  iti^ind  that  there  would  be  created  the  rank- 
est kfnd  of  discrimination  as  between  certain  sections  Some  mines 
are  located  near  towns  or  cities  and  the  employees^  do  not  live  at 
thl  mfnes  A  mine  so  located  might  employ  two  shifts  if  there  were 
a  demand  for  the  coal.  Such  a  mine  might,  under  certain  peculiar 
comSs,  operate  12  hours  per  day,  whereas  it  would  be  utter  y  im- 
nossible  tJ  apply  the  two-shift  system  to  competitive  mines  in  the 
fnountainous 'Mictions,  and  thus  one  section  of  the  countrj'  would  be 
eiven  a  decided  advantage  over  another. 

"Bear  in  mind  that  about  60  to  65  c«nts  out  of  every  dollar  paid  for 
the  production  of  coal  goes  to  labor.  The  labor  cost  in  the  production 
oW  gas,  and  hydro  power  is  so  small  that  we  have  never  been  ^le 
to  figure  it  out.  This  fact,  I  suggest,  answers  the  question  as  to  why 
theri  would  not  be  an  increase  relative  in  character  ^o]' ."'V"^";'*"*^- 
The  bituminous-coal  industry  has  already  adopted  the  ^-liour  day. 
It  is  cooperating  with  the  administration  and  desires  to  continue  to 
do  so.  It  has  done  everything  within  its  power  to  live  "P.to  i  «  code 
of  fair  competition  in  letter  and  spirit.  \  our  attention  is  called  to 
the  fact  that  over  400,000  tons  of  anthracite  coal  came  into  this  coun- 
try last  year,  and  a  similar  quantity  the  year  before  from  overseas. 
Almost  150,000  tons  of  coke  came  in  from  overseas.  The  great  por- 
tion of  it  comes  in  duty  free.  It  displaces  American  workmen  in 
our  mines.  It  is  true  that  this  is  a  relatively  small  quantity  com- 
pared with  the  total  production  of  this  country,  but  it  is  just  enough 
to  upset  the  markets  where  it  is  sold.  In  common  justice  to  the  coal- 
mining industry,  both   capital   and   labor,  those   overseas   imports 

should  be  stopped.  .  ,        ^    i  u    ,„;ii 

We  earnestly  believe  that  the  0-hour  day,  5  days  per  week,  will 

do  injury  to  the  bituminous  coal  industry.    The  facts  on  which  these 
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statements  are  based  are  fully  set  forth  in  this  small  pamphlet,  which 
I  beg  leave  to  file  with  the  committee  and  ask  that  it  be  made  a  part 
of  the  record  of  my  remarks. 

Senator  Austin.  I  wonder  if  the  witness  could  provide  several 
copies  of  this  pamphlet,  in  order  to  avoid  the  necessity  of  printing  it. 
Senator  McCarran.  It  would  be  a  great  saving  if  we  could  have  it. 
Mr.  Battle.  I  will  be  glad  to  do  so. 

Mr.  Battle.  As  I  said,  we  are  operating  today  on  the  35-hour 
week,  7  hours  per  day.    We  don't  know  definitely  the  result  of  that 
as  yet.     We  know  it  has  increased  costs  materially.     We  are  not  at 
all  convinced  that  the  6-hour  day  and  30-hour  week  will  not  put  us 
out  of  business.     We  have  lost  over  100  million  tons  of  coal  per  year. 
Anthracite  is  not  under  a  code.    Oil  is  under  some  sort  of  code,  and 
natural  gas  is  under  no  code.     Hydroelectric  power  is  under  no  code. 
There  is  no  desire  on  the  part  of  thi.s  industry  not  to  go  along. 
VVe  are  the  only  great  industry  that  has  voluntarily  gone  on  the 
8o-hour  week  trying  to  help  out.     It  has  not  worked.  "  We  have  been 
in  the  red  and  are  in  the  red  now.     Individual  companies  have  im- 
proved here  and  there,  but  on  the  whole  the  industry  is  not  makinn- 
any  money.     We  have  hopes  that  the  N.  R.  A.  will  be  continued.    W% 
have  petitioned  the  President  for  it.     We  still  have  faith  in  this 
administration  and  this  code,  and  believe  we  are  going  to  derive  some 
benehts  from  it^  but  we  don't  believe  we  can  do  it  with  a  6-hour  day 
Senator  McCarran.  You   referred  to  the  difficulty  of  working 
double  shifts.     How  many  shifts  are  the  coal  mines  working  now « 

Mr.  Battle.  One.  There  may  be  an  individual  company  here  and 
there,  but  we  only  work  4  days  a  week.  This  industry  is  highly 
seasonal.  In  some  sections  we  are  not  operating  even  now.  In  other 
sections  in  the  sumnfer  we  don't  operate,  because  there  is  no  demand 
Uur  industry  does  not  produce  coal  that  is  not  needed.  There  is  no 
place  to  put  It.  It  IS  not  economy  to  store  coal  at  the  mines.  It  is 
tremendously  expensive. 

Senator  McCarran.  Perhaps  it  is  not  apropos  to  this  discussion, 
but  for  my  own  enlightenment,  T  shouldi  like  to  ask  what  is  the 
average  percentage  of  lo.-s  in  coal  by  storage? 

Mr.  Batti-e.  I  w-ould  be  afraid  to  guess,  but  it  is  terrific,  depending 
a  good  deal  upon  the  j.articular  kind  of  coal,  whether  hard  or  soft 
Anthracite  being  a  very  hard  coal  perhaps  has  very  Ihtle  I  would 
^y  10  or  15  i>ercent  on  soft  coal.  In  the  lignite,  when  it  drielout 
if  a  wind  comes  along,  it  will  blow  it  all  away.  It  has  20  to  20 
p^ercent  moisture  in  ,t,  and  as  soon  as  that  dries ^out,  you  mfght  lo^ 

Senator  McC^rk..x.  Pardon  me  for  the  interruption. 
Mr.  Battle.  That  is  all  right. 

Mrn!J^f^'"'^\'''''^'''^  ^'^.  y""'-  '^""'■s  «f  labor  now? 
«/■  f ^TTL"^-  ^''ven  hours  per  day;  35  hours  per  week, 
benator  McC  arran.  How  was  that  established « 
zations.         ''''■  ^^^    '^""«*^"^-«    bargaining   with  'the    labor   organi- 

Senator  McCarran.  Is  there  any  legislation  in  any  of  the  States 
bearing  upon  the  hours  of  labor  in  coal  mines  « 
Mr.  Battle.  I  think  not. 
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Senator  McCarran.  I  come  from  a  metal-mining  State,  and  we 
have  a  definite  statute  there  fixing  8  hours  as  the  limit  at  the  various 
metal  mines  and  smelters. 

Mr.  Battle.  If  we  construe  what  has  been  done  in  some  States  in 
enacting  N.  R.  A.  laws,  it  might  be  that  there  is  some  such  legisla- 
tion. I  am  not  familiar  with  that.  You  will  recall  the  Industrial 
Court  case  in  Kansas  a  few  years  ago,  in  which  hours  of  service  were 
established,  and  I  believe  wages  were  established.  The  Supreme 
Court  kicked  it  out  as  not  being  constitutional.  I  don't  know  that 
hours  are  definitely  fixed,  except  with  respect  to  child  labor  in  quite 
a  few  of  the  States.  That  is  taken  care  of  under  the  codes.  Ninety 
percent  of  the  industry  is  working  under  union  contracts. 

Senator  McCarran.  Your  local  unions  enter  into  collective  bar- 
gaining and  fix  the  hours  and  wages  ? 

Mr.  Battle.  That  is  on  a  national  scale.  In  the  East,  where  the 
great  portion  of  the  coal  is  produced,  some  70  percent  in  what  is 
called  the  Appalachian  Range,  we  have  a  basic  7-hour  day  and  35- 
hour  week  agreed  upon.  The  N.  R.  A.  automatically  extended  that 
basis  to  the  rest  of  the  country,  with  varying  differentials  for  day 
wages  and  so  on. 

Senator  McCarran.  What  does  the  average  coal  miner  now  receive 
in  wages? 

Mr.  Batixe.  In  the  aggregate,  I  don't  know.  I  don't  have  that 
figure  with  me.  But  the  day  rate  in  the  East,  generally  a  little  higher 
than  in  the  West,  is  about  $4.60  a  day  to  $5.50.  That  is  for  common 
labor.  The  miner  is  a  skilled  workman  and  works  by  the  ton,  but 
he  is  limited  to  7  hours. 

Senator  McCarran.  What  does  he  earn  as  a  rule  on  that  basis  ? 

Mr.  Battle.  He  is  guaranteed  as  much  as  the  highest  day  man.  He 
must  make  that  much,  and  all  over  that  he  can.  He  will  make  any- 
where from  seven  to  eight  dollars  a  day.  The  very  skilled  miner  with 
a  good  coal  seam  will  make  more  than  that.  But  he  doesn't  get  many 
days'  work,  because  there  is  no  demand  for  the  product.  The  im- 
portation of  coal  from  Russia,  England,  and  Germany,  over  400,000 
tons  last  year,  has  had  a  very  bad  effect,  and  for  every  ton  of  coal  we 
lose  in  this  country  in  our  mines  some  man  loses  a  day's  work. 

Senator  McCarran.  How  long  have  we  been  receiving  coal  from 
Russia  ? 

Mr.  Battle.  A  couple  of  years. 

Senator  McCarran.  How  does  that  come  in?  How  about  the 
duty? 

Mr.  Battle.  In  spite  of  the  duty  on  coal  from  Russia  they  still  can 
send  in  a  great  deal.  We  got  Congress  to  pass  a  law  in  1930  pro- 
viding $2  a  ton  on  coal  from  overseas.  That  vras  kicked  out  by  the 
courts  on  the  ground  that  there  was  discrimination,  because  it  did 
not  apply  to  Canada.  We  could  not  afford  to  apply  it  to  Canada, 
because  we  get  very  little  coal  from  there  and  w^e  send  Canada  10 
or  12  million  tons.  It  did  not  conform  to  the  so-called  ''  favored 
nation  "  clause,  and  it  was  kicked  out.  It  is  coming  in  right  along 
from  Belgium  and  Germany  and  Russia.  I  don't  know  what  the 
cost  is  in  Russia,  but  they  can  easily  pay  the  $2  a  ton  and  still  sell  it 
in  competition  with  our  coal  in  Boston  and  New  York. 

Senator  McCarran.  What  is  the  quality  of  that  imported  coal  as 
compared  with  American  coal? 


Mr.  Battle.  Russian  coal  is  excellent.  It  is  very  good.  It  is 
good  enough  to  sell  right  along  with  ours,  and  sometimes  for  a  little 
bit  more. 

Senator  Austin.  Do  we  have  a  coal  produced  in  America  that  you 
can  light  by  touching  a  match  to  it  ? 

Mr.  Battle.  I  don't  think  so.  Senator.  I  would  hardly  think  so. 
Ihere  may  be  a  few  mines  having  so-called  "highly  volatile  "  coal, 
but  I  would  think  that  is  very  far-fetched. 

Senator  Austin.  When  I  was  in  the  Orient  I  saw  coal  that  would 
start  very  easily,  sometimes  with  just  one  match. 

Mr,  Battle.  Do  you  know  where  that  came  from? 

Senator  Austin.  It  came  from  somewhere  in  the  north.  I  do  not 
tiimk  It  came  from  Russia,  but  it  was  the  northern  part  of  China. 

Mr.  Batile.  I  never  heard  of  that  particular  quality. 

Senator  Austin.  We  used  it  in  the  open  fireplace.  It  would  flame 
quite  readily  and  burn  right  up. 

Mr  Battle.  We  have  an  excellent  coal  that  is  called  "  cannel  "  coal 
that  burns  up  quickly. 

Senator  Austin.  I  have  used  that,  but  it  does  not  compare  with 
the  other. 

Mr.  1>attle.  You  cannot  light  it  with  a  match. 

Senator  Hatch.  I  have  received  a  number  of  telegrams  from  coal 
operators  in  Xew  Mexico  all  opposed  to  the  30-hour  bill.  Is  that  the 
general  sentiment  in  the  coal  industry? 

Mr  Battle.  There  is  no  question  about  that.  They  can't  see  where 
it  will  put  men  back  to  work.  In  our  State  in  particular  we  suffer 
from  a  very  vicious  form  of  competition.  They  will  go  to  a  man  and 
say,  \Ve  don  t  care  what  your  fuel  bill  is  every  year,  we  will  make  it 
10  percent  less."  You  can't  meet  that  kind  of  competition.  That 
IS  what  they  are  doing.  Your  State  is  in  the  same  position,  Senator 
McCarran.  ' 

Senator  McCarran.  We  do  not  produce  either.  AU  we  have  is 
gold  and  silver. 

Mr.  Battle.  I  mean  as  to  the  plants  that  use  coal.  The  compe- 
tition is  terrific.  They  will  come  in  and  say,  "We  don't  care  what 
your  fuel  bill  may  be,  we  will  make  it  10  percent  less."  It  is  impos- 
sible to  meet  that  sort  of  competition. 

Senator  Hatch.  That  is  true.  I  know  that.  I  was  asked  if  the 
foreT  n*^coal  anything  with  reference  to  the  importation  of 

Mr.  Battle.  They  do  not  seem  to  be  able  to  get  around  that 

•  T?u^^  '\^r'''''  ^^"'i-  ^  '^^^^^  ^'^^  to  trv.  Wt  are  up  against 
just  this.  We  can't  afford  to  jeopardize  this  business  with  Canada, 
the  10  or  12  million  tons  we  send  over  there,  and  we  can't  ask  the 
passage  of  a  law  that  will  not  apply  to  all  countries  alike 

Senator  McCarran.  How  about  the  discrimination  clause  with 
respect  to  treaties  with  other  nations,  in  regard  to  discrimmatinff 
against  our  country  ?    For  instance,  Russia  and  Eno^land 

Mr.  Battle  I  don't  know  of  any  way  that  our  Government  can 
overcome  it.  We  get  very  little  comfort  from  our  State  Department. 
Ihe  Attorney  General  s  office  did  support  our  contention  in  this  coal 
fight  on  the  favored  nation  "  clause,  but  the  State  Department 
seemed  not  to  feel  that  way  about  it.    I  would  like  for  the  Senators 


164 


THIRTY-HOUR   WORK   WEEK 


to  help  US  solve  this  question.  There  is  only  one  way — just  embargo 
it.    I  think  that  could  be  done. 

Senator  Hatch.  I  am  interested  in  that  because  the  coal  industry 
is  quite  a  large  industry  in  my  State  and  is  in  a  rather  bad  condition. 

Mr.  Battle.  That  is  true.  I  am  familiar  with  that  condition. 
There  is  one  thing  you  could  give  us  a  lot  of  help  on.  That  is  to 
increase  the  tax  on  luel  oil  that  is  being  imported  and  which  is  dis- 
placing an  enormous  quantity  of  coal  on  the  Atlantic  seaboard. 

Senator  McCarran.  From  where  does  that  come? 

Mr.  Battle.  Usually  from  South  American  countries.  It  is  a 
cheap  oil  that  is  brought  in  and  sold  for  almost  any  old  price.  They 
sell  it  at  a  price  that  puts  coal  out  of  business.  We  have  a  tax  of  21 
cents  a  barrel,  and  it  is  suggested  that  it  be  made  42.  That  would 
help  some.  Every  ton  of  coal  we  can  add  to  our  production  gives 
somebody  a  day's  work. 

Senator  Hatch.  That  would  also  put  men  back  to  work  in  the  old 
oil  fields. 

Mr.  Battle.  It  would.  The  independent  producers  are  very 
strongly  behind  that  movement  in  this  country.  I  don't  think  the 
large  producers  are.  Some  of  the  oil  wells  in  the  South  American 
countries  are  controlled  by  our  large  companies  here. 

Senator  McCarran  (presiding).  If  there  are  no  further  ques- 
tions, we  thank  you  for  your  statement. 

The  subcommittee  will  stand  adjourned  until  10:30  tomorrow. 

(Whereupon,  at  4: 10  p.  m.,  the  subcommittee  adjourned  until  the 
following  day,  Saturday,  Feb.  9,  1935,  at  10:  30  a.  m.) 
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United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington^  D.  C, 

Pursuant  to  adjournment,  the  subcommittee  reconvened  in  the  com- 
mittee room,  Capitol,  at  11  a.  m.,  Senator  Pat  McCarran  presiding. 

Present:  Senators  McCarran  (presiding),  Hatch,  and  Austin. 

Senator  McCarran.  Gentlemen,  we  are  ready  to  proceed. 

Senator  Austin.  Mr.  Chairman,  I  wish  to  note  on  the  record  the 
receipt  of  petitions  from  employees  as  follows : 

The  employees  of  Bostwick  Bros.,  coal  and  lumber  dealers,  St. 
Albans,  Vt. 

Employees  of  C.  E.  Bradley  Corporation,  Brattleboro,  Vt.,  manu- 
facturers of  products  of  hardwood. 

Employees  of  Fred  W.  Alexander,  Woodbury,  Vt.,  manufacturer 
of  caskets  and  funeral  supplies. 

Employees  of  C.  L.  O'Claire  Granite  Works  of  Waterbury,  Vt. 

These  are  filed  with  the  committee. 

I  want  to  note  also  the  receipt  this  morning  of  many  letters  of 
manufacturers  scattered  all  over  the  United  States,  North,  South, 
East,  and  West,  which  are  filed  with  the  rest  of  the  correspondence. 
There  is  one  letter  here  that  I  think  should  go  in  the  record  verbatim, 
from  the  dean  of  the  Graduate  School  of  Business  Administration  oi 
Harvard  University,  Dr.  Wallace  B.  Donham,  which  reads  as 
follows : 

Harvard  University, 
Graduate  School  of  Business  Administration, 

Gborgb  F.  Baker  Foundation, 

February  7,  19S5. 
Hon.  M.  M.  Neely, 

Senate  of  the  United  States, 

Washington,  D.  C. 

My  Dear  Senator:  I  should  like  to  present  to  you  some  of  my  reasons  for 
opposing  the  30-hour  week  bill. 

I  am  on  record  as  an  advocate  of  shortening  hours  at  the  same  hourly  rate 
in  the  earlier  days  of  this  depression  in  order  to  share  the  work  and  of  legis- 
lative action  to  make  the  work-sharing  general.  Moreover,  I  earnestly  hope 
that  the  future  level  of  national  productiveness  will  permit  our  workmen  to 
have  more  abundant  leisure.  At  the  i)resent  stage  of  national  recovery,  how- 
ever, we  have  already  gone  as  far  in  shortening  hours  as  is  safe.  Increasing 
the  dose  of  this  medicine  would  be  most  dangerous.  It  would  not  be  possible 
to  prevent  an  increase  in  the  labor  costs,  because  we  could  not,  and  in  many 
industries  should  not,  cut  hourly  rates. 

Advances  in  labor  cost  would  advance  prices  and  cut  profits  which  are  already 
tlangerously  low.  Advancing  prices  at  the  expense  of  consumers  would  check 
buying  and  create  more  unemployment.  It  would  run  up  the  cost  of  living. 
It  would  set  us  back  from  our  goal  of  a  better  balance  between  agricultural  and 
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other  prices.     Cutting  profits   would   remove  the  leading  incentive   to  hiring 

more  men.  .    ,         ,     ,    i     i.  •  « 

Depression  unemployment  is  most  serious  in  our  capital-goods  industries. 
One  of  the  most  gratifying  recent  developments  has  been  the  evidence  of 
recovery  in  such  industries,  as  illustrated  by  the  increasetl  operation  in  steel. 
The  capital-goods  industries  cannot  stand  the  burden  of  the  30-hour  week. 
Cutting  profits  in  other  industries  would  remove  the  leading  incentive  to 
purchase  the  products  of  our  capital-goods  industries.  Any  possible  stimulus 
to  replacing  high  cost  labor  by  machinery  would  give  little  work  to  the  ma- 
chinery industries— less  than  the  unemployment  the  machines  created.  I  am 
one  of  those  who  believe  we  spent  too  much  on  capital  goods  and  not  enougli 
in  consumers'  purchasing  power  during  the  prosperity  boom,  but  at  this  time 
profits  are  too  small  and  purchasing  of  capital  goods  is  entirely  inadequate. 
Cutting  down  on  profit  would  nullify  the  excellent  work  the  S.  E.  C.  is  doing 
to  promote  the  resumption  of  well-considereii  investment  to  help  the  capital- 
goods  industries.  It  would  reduce  the  incentive  to  borrow  and  undo  every- 
thing which  has  been  done  to  make  bank  credit  abundant  and  available. 

The  30-hour  bill  is  therefore  harmful  in  itself  and  inconsistent  with  the 
major  objectives  of  recovery.  Nothing  is  nuire  important  at  this  time  than 
that  those  wlio  are  concerned  with  creating  jobs  and  wages  should  be  tljor- 
oughly  realistic.  They  must  not  hold  out  false  hopes  of  easy  solutions  They 
must  be  conscious  of  their  great  responsibilities  and  use  their  sober  judgment. 
The  passage  of  this  bill  would  be  a  collapse  of  leadership  induced  by  the 
unthinking  demand  of  great  groups  of  people  who  do  not  understand  its 
inevitable  consequences.  ^  .^^ 

If  I  can  be  of  any  assistance  to  you  by  appearing  before  your  committee  or 

otherwise,  I  shall  be  glad  to  do  so. 

Very  truly  yours,  „    _  ,^ 

Walla  OB  B.  Don  ham,  Dectd. 


STATEMENT  OF  HAROLD  G.  MOULTON,  REPRESENTING  BROOK- 
INGS INSTITUTION,   WASHINGTON,   D.   C. 

Senator  McCarran.  State  your  name  and  place  of  residence. 

Mr.  MouLTON.  My  name  is  Harold  G.  Moulton,  Washington,  D.  C. 

Senator  AusTiN/Mr.  Chairman,  I  request  that  Dr.  Moulton  be 
qualified,  not  because  I  have  any  doubt  of  his  capacity  to  si)eak  as 
an  independent  or  as  an  expert  but  for  the  benefit  of  the  weight  oi 
his  qualifications  on  his  evidence. 

Senator  McCarran.  I  think  it  would  be  well  for  Dr.  Moulton  to 
state  his  experience  in  consideration  of  this  matter  and  anything 

else  he  may  care  to  say. 

Mr.  Moulton.  I  have  been  for  the  last  12  years  the  heaxl  of  tho 
Brookings  Institution,  which  is  a  research  organization  founded  by 
Mr.  Brookings  and  other  individuals  and  foundations  for  the  pur- 
pose of  studying  these  problems  from  a  nonpartisan  point  of  view. 

Our  charter  says  that  we  must  study  them  "  without  regard  to 
the  special  interest  of  any  group  of  the  body  politic,  whether  eco- 
nomic, social,  or  political. ' 

Our  interest  in  this  particular  field,  this  30-hour  week  proposi- 
tion, is  the  outgrowth  of  a  very  comprehensive  investigation  on 
which  we  have  been  at  work  for  the  last  2  years.  We  call  that 
investigation  the  relation  of  the  distribution  of  income  to  economic 
progress.  We  started  with  a  big  question  mark  in  our  minds  as 
to  whether  perhaps  an  unequal  distribution  of  wealth  might  not  be 
the  cause,  not  only  of  the  recurring  break-downs  in  our  economic 
system  but  also  the  cause  of  failure  to  operate  at  full  maximum 
capacity,  even  in  good  times.    I  think  it  would  be  helpful  if  I 
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would  briefly  state  the  tentative  conclusions  which  we  have  reached 
in  the  earlier  stages  of  our  investigation. 

Senator  McCarran.  I  would  like  to  ask  one  or  two  questions  as  to 
your  sources  of  support.  Do  you  receive  contributions  from  private 
concerns  ? 

Mr.  Moulton.  No.  Our  sources  of  support  are  from  Mr.  and 
Mrs.  Brookings,  who  created  a  permanent  endowment,  and  from 
foundations,  which  have  been  organized  for  the  purpose  of  promot- 
ing scientific  and  economic  development.  The  foundations  that 
have  contributed  are  the  Rbckefeller  Foundation;  the  Carnegie 
Corporation,  which  is  the  holding  company  for  the  Carnegie  wealth  ; 
and  the  Falk  Foundation  at  Pittsburgh,  which  was  created  about  3 
years  ago,  with  a  broad  charter,  the  funds  to  be  used  solely  for  the 
promotion  of  human  betterment.  We  have  never  received  any  aid 
for  our  researches  from  private  individuals  or  from  business  groups  or 
corporations.  We  are  completely  free.  If  we  make  mistakes  in  our 
conclusions,  they  arise  out  of  our  own  intellectual  incapacity  rather 
than  out  of  any  controlling  force. 

Senator  Hatch.  With  reference  to  the  questions  suggested  by 
Senator  Austin  in  regard  to  your  qualifications,  I  would  like  to  go  a 
step  further.  You  have  just  given  your  connection  with  the  Brook- 
ings Institution. 

Senator  Austin.  I  will  ask  him  a  question  about  that. 

What  special  knowledge  or  experience  and  practical  use  have  you 
made  of  education  which  you  have  relating  to  economics  and  social 
questions? 

Mr.  Moulton.  I  am  not  quite  sure  whether  you  want  to  have  me 
give  a  statement  of  what  I  have  done. 
Senator  Austin.  Yes. 

Senator  McCarran.  Give  us  the  backgi'ound  of  your  study  and 
experience. 

Mr.  Moulton.  Wlio's  Who  in  America  gives  a  pretty  full  state- 
ment, but  in  brief  it  is  this : 

I  jrraduated  from  the  University  of  Chicago.  I  took  a  doctor's  degree  at  the 
Universuy  of  Chicago.  I  theu  served  successively  as  instructor,  assistant 
professor,  associate  professor,  and  fuU  professor  at  the  University  of  Chicago 
in  the  field  of  economics.  During  that  period  I  wrote  four  volumes  dealing 
with  various  economic  problems,  some  in  the  field  of  transportation  and  others 
in  the  field  of  finance.  When  the  Institute  of  Economics,  which  is  now  a  part 
of  the  Brookings  Institution,  was  formed  in  1922  I  was  chosen  as  director  of 
that  Institute  by  the  board  of  trustees.  I  have  served  in  that  capacity  since 
The  institution,  as  a  whole,  has  published  something  like  150  studies  dealing 
with  many  phases  of  national  and  international  economic  problems.  I  am  the 
author  of  14  volumes  dealing  with  different  phases  of  our  economic  system. 

Senator  Austin.  How  many  years  have  vou  been  specializing  in 
this  work  ?  -  ^  6 

Mr.  Moulton.  I  began  my  graduate  work  in  1909,  and  I  have  been 
givmg  my  entire  time  t«  the  study  of  these  problems  in  all  the  in- 
ter venmg  years.  I  have  never  had  any  business  connections.  I  have 
been  solely  in  the  professional  field,  with  university  and  research 
institutes. 

Senator  McCarran.  Have  you  been  the  author  of  any  work  touch- 
ing on  this  subject? 

Mr.  Moulton.  Yes.  That  is  the  point  at  which  I  wish  to  take 
hold  of  this  particular  subject. 
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Senator  MoCarran.  Will  you  give  us  the  title  of  that  work? 

Mr.  MouLTON.  Under  the  study  which  treats  of  the  relation  of 
the  distribution  of  income  to  economic  progress,  we  sought  hrst 
to  ascertain  what  the  productive  capacity  of  the  United  btates  is. 
That  is  to  say,  if  we  were  operating  our  plant  at  capacity  m  all  the 
different  lines  and  utilizing  our  labor  to  the  full,  what  would  have 
been  our  total  productive  capacity  ?  We  took  1929  as  the^  base, 
because  that  was  a  year  of  great  activity.  I  was  part  author  of 
that  phase  of  the  problem.  i     i      ^ 

We  arrived  at  the  conclusion  that  we  could  have  produced  about 
20  percent  more  than  we  did  produce,  were  there  no  imijediments 
interfering  with  the  operation  of  the  economic  system.  Ihat  is  to 
say,  assuming  there  was  an  abundant  purchasing  power  and  demand, 
so  that  business  men  would  have  found  it  possible  to  sell  a  larger 
volume  of  goods,  we  asked  how  much  more  could  have  been  turned 
out  by  our  economic  machine  as  a  whole? 

In  order  to  get  the  answer  to  this  question  you  cannot  take  ]ust 
one  industry.  We  studied  agriculture,  mining,  manufacturing,  dis- 
tributing agencies,  transportation,  labor  supply,  and  also  the  ade- 
quacy of  our  money  and  credit  system  to  turn  out  the  goods  and  serv- 
ices which  society  required. 

Now,  in  brief,  our  conclusion  was  that,  instead  of  producing  about 
81  billions  of  dollars  of  national  income,  measured  in  terms  of  1929 
prices  we  could  have  produced  about  97  billion  dollars.  That  is  a 
rough  figure.  It  might  be  100  or  it  might  be  93;  but  there  was 
about  a  2()-percent  slack  in  our  system  at  the  peak  of  the  expansion 
period.  We  could  have  produced  substantially  more  and  given  to 
America  a  substantially  higher  standard  of  living  in  1929  than  we 
did,  had  there  been  no'  impediment  which  prevented  the  full  func- 
tioning of  our  economic  system.  ,     ,   •       i      c    x 

That,  in  a  word,  is  the  conclusion  that  we  reached  in  the  nrst 
segment  of  our  study,  which  we  called  "America's  Capacity  to 
Produce."  It  is  a  606-page  volume  in  which  we  set  forth  in  great 
detail  the  methods  that  we  used  with  reference  to  our  investigation 
in  each  of  those  fields.  .  ,  . 

I  think  we  can  say  that  we  have  had  two  criticisms  with  reference 
to  this  phase  of  the  study.  One  is  that  we  overstated  the  potential 
capacity.  The  other  is  that  it  was  a  lot  more.  Some  contend  that 
we  could  have  produced  125  or  130  billions.  I  think  one  estimate 
was  135  billions.  Others  say  we  were  pretty  nearly  at  the  pe^ik. 
We  believe,  on  the  basis  of  our  analyses  of  these  data^  that  we  were 
on  a  pretty  sound  basis  in  saying  that  there  was  something  in  the 
neighborhood  of  a  20-percent  slack.  In  the  war  time  when  we  had 
a  remarkable  demand  for  war  materials,  and  when  the  economic 
system   functioned   under  high   pressure,  we  had   an  expansion  of 

about  15  percent.  .       ,  •  •     j- 

We  come  next  to  the  question  of  how  the  national  income  is  dis- 
tributed among  the  various  groups  in  society,  with  a  view  to  ascer- 
taining whether  perhaps  a  faulty  distribution  with  too  much  going 
into  the  hands  of  the  upper  group  and  not  enough  into  the  hands  of 
the  great  masses,  might  itself  be  a  potent  economic  factor  in  restricting 
the  demand  for  the  products  which  industry  might  turn  out. 

To  make  quite  a  long  story  short,  that  is  published  under  the  title 
of  "America\  Capacity  to  Consume."    We  have  shown  by  means  of 
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charts  and  diagrams,  first,  what  the  total  amount  of  income  was, 
how  it  was  divided  among  the  various  groups  in  society,  between 
wages  and  salaries  (and  the  salaries  of  the  corporate  officials  sepa- 
rately), profits,  and  rent. 

Then  we  showed  the  shifts  in  income  distribution  over  the  period 
from  1900  to  1930.  Next  we  showed  how  it  is  divided  among  the 
various  income  groups,  what  percentage  of  the  population  has  in- 
comes below  $1,000;  what  percentage  of  the  population  has  incomes 
from  $1,500  up  to  $2,000;  and  so  on  up  to  the  high  levels.  I  want 
to  give  you  just  one  statement  on  that  which  I  think  is  particularly 
relevant  to  this  30-hour- week  proposal.  There  were  10  million  fami- 
lies out  of  271/2  million  that  had  incomes  between  $1,000  and  $2,000. 
Senator  McCarran.  In  what  period? 

Mr.  MouLTON.  In  1929,  at  the  peak.  Sixty  percent  of  the  total 
number  of  families  had  incomes  under  $2,000.  The  average  family 
income  was  about  $2,700  or  $2,800,  but  that  included  the  wealthy 
along  with  those  at  the  bottom.  The  median  family  income,  that 
IS,  the  figure  in  the  center  of  the  scale,  with  as  many  families  above 
as  below,  from  practically  the  same  number,  was  $1,800. 

Senator  McCarraij.  That  conclusion  would  be  arrived  at  by  leav- 
ing out  the  higher  brackets? 

Mr.  MouLTON.  No;  that  is  simply  the  income  at  the  middle  of  the 
entire  range  from  lowest  to  highest. 

Our  conclusion  in  that  second  volume  was  that  a  very  large  per- 
centage of  the  income  was  going  to  a  relatively  small  percentage 
of  the  entire  population,  and  that  the  tendency  for  income  to  be 
unequally  distributed  was  becoming  more  pronounced  in  the  post- 
war era.  That  is  to  say,  comparing  1900  with  1929,  or  1910  or  1915 
with  1929,  the  income  was  in  fact  more  unequal  in  1929,  tending 
toward  more  rapid  growth  of  the  higher  incomes.  It  is  not  true 
that  the  poor  were  getting  poorer.  They  were  also  getting  higher 
standards  of  living,  but  the  growth  at  the  bottom  was  not  as  fast 
as  it  was  at  the  top. 

One  significant  thing  we  arrived  at  was  that  that  when  you  get 
the  income  very  highly  concentrated,  a  bigger  percentage  of  the 
national  income  is  saved  each  year.  People  with  large  incomes  can 
save  very  easily  a  considerable  portion.  The  aggregate  savings  of 
those  at  the  bottom  did  not  bulk  very  lar^.  The  more  uneven  the 
distribution  of  the  national  income  the  bigger  the  percentage  that 
will  be  diverted  into  savings  and  investment  channels  as  compared 
with  what  goes  into  consuming  channels  which  constitutes  the 
demand  for  the  products  of  industry. 

With  that  general  background,  let  us  now  relate  some  of  these 
findings  to  the  30-hour  week  proposed  here. 

The  30-hour  week  is  advanced  as  a  means  of  increasing  the  pur- 
chasing power  of  the  masses,  thereby  stimulating  purchasing  and 
productive  activity.  Looking  at  the  problem  from  one  side,  it  sounds 
very  reasonable  that  putting  a  large  purchasing  power  in  the  hands 
of  the  masses  would  create  a  big  flow  of  money  through  the  chan- 
nels of  distribution,  which  would  bring  forth  a  greater  utilization  of 
our  capacity.    That  is,  however,  only  one  side  of  the  question 

The  other  side  of  the  picture  is  the  capacity  to  turn  out  the  goods 
and  the  services  which  largely  constitute  the  real  income  of  the  peo- 
ple.    Tlie  production  of  1929— and  I  want  to  focus  your  attention 
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on  that  point — amounting  to  an  average  of  about  $2,700  per  family, 
was  accomplished  on  a  50-hour  work-week.  Over  a  30-year  period 
from  1900  to  1930  the  work-week  was  reduced  from  57  hours  in 
1900  to  51.3  hours  in  1919  and  50  hours  in  1929.  There  was  a  13 
percent  reduction  in  the  average  work-week  between  1900  and  1930, 
in  that  great  period  of  economic  expansion.  While  getting  a  shorter 
work-week  to  the  extent  of  13  percent,  we  got  an  increase  in  per 
capita  income  of  the  American  people  in  real  terms,  of  about  40 
percent.  In  30  years  we  reduced  the  work- week  13  percent  and  ex- 
panded production  capacity  about  40  percent.  That  is  the  measure 
of  our  achievement,  in  general  terms,  in  that  great  era  of  expansion. 

Now,  in  1929  we  produced  an  inadequate  national  income,  an 
income  not  sufficient  to  give  to  the  masses  of  the  people  of  this  coun- 
try the  standard  of  living  to  which  we  aspire.  That  was  accom- 
plished on  a  50-hour  work-week  basis.  Now,  if  we  reduce  the  work 
week  to  30  hours,  are  we  going  to  be  able  to  produce  as  much  as  we 
did  in  1929?  That  is,  given  fiiU  employment  now  and  full  employ- 
ment then,  with  the  30-hour  week  now  as  against  the  50-hour  week 
then,  would  we  be  turning  out  the  required  volume  of  goods  :ind 
services — which  constitute  the  real  means  of  the  living  of  the  people? 

Unless  it  can  be  shown  there  was  an  increase  in  efficiency  between 
1929  and  1935  sufficient  to  offset  the  difference  in  the  working  hours, 
it  is  clear  that  the  volume  of  production  would  be  less. 

The  figures  we  currently  see  with  reference  to  increased  efficiency 
are  somewhat  misleading.  The  average  efficiency  in  1929,  in  an  hour 
efficiency,  is  the  average  efficiency  for  all  the  people  who  were  on  the 
industrial  pay  roll  in  that  year.  That  being  a  year  of  relatively  full 
employment,  we  have  not  only  the  most  efficient  workers  on  the  pay 
roll  but  we  also  have  the  less  efficient. 

Now,  in  the  midst  of  the  depression  the  average  efficiency  of  those 
on  the  pay  roll  was  naturally  increased  quite  a  lot,  because  we  had  a 
selected  personnel  on  the  pay  roll,  and  that  selected  personnel  tended 
to  raise  the  average.  If  we  have  full  employment,  with  the  30-hour 
week  absorbing  all  the  unemployed,  there  will  unquestionably  be  a 
shrinkage  in  average  efficiency,  because  our  working  force  would 
then  include  the  good,  bad,  and  indifferent,  from  the  standpoint  of 
pfficiencv 

An  effort  has  been  made  in  this  pamphlet  on  the  30-hour  week  by 
Mr.  William  Green  to  show  that  we  could  produce  on  a  30-hour  week 
a  satisfactory  standard  of  living  for  the  American  people.  That 
analysis  will  be  found  on  page  32.  It  goes  to  the  heart  of  the  ques- 
tion,"^ and  I  want  to  direct  your  attention  to  the  showing  there  made. 

He  is  using  the  figures  of  Dr.  Mills,  of  Columbia  University,  which 
are  the  best  figures  available,  showing  an  increase  in  the  productivity 
of  the  workers.  I  am  reading  from  line  3  at  the  top  of  page  32, 
where  he  says : 

When  expressed  in  terms  of  production  per  worker  per  hour,  Dr.  Mills'  flj?- 
ures  show  an  increase  in  the  worker's  productivity  amounting  to  49  percent  in 
the  10  years  from  1919  to  1929.  During  the  depression  this  increase  in  effi- 
ciency 1ms  proceeded  as  rapidly  as  in  prosperity,  and  for  the  whole  i:>eriod  from 
1919  to  1933  the  increase  was  71  percent. 

That  is,  for  every  100  units  of  product  turned  out  by  an  average  factory 
worker  in  1919,  171  are  turned  out  today  in  the  same  amount  of  time. 

In  1919  the  average  work  week  in  our  factories  was  52^^  hours. 

With  a  71-percent  increase  in  the  worker's  producing  capacity,  work  which 
took  about  52  hours  in  1919  can  now  be  done  in  30  hours. 
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Let  us  see  what  the  implication  of  that  is,  accepting  the  figures 
as  given.  The  real  question  we  want  answered  is  how  much  did  we 
produce  in  1919 — if  that  is  the  measure  of  national  income  that  we 
are  going  to  get  in  1933.    This  says  we  can  produce  in  30  hours  in 

1933  what  we  produced  in  52  hours  in  1919.  How  much  did  we 
produce  in  1919  ?  The  answer  is  that  in  1919  we  produced  64  billion 
dollars'  worth  of  goods  and  services. 

We  have  to  keep  in  mind  two  or  three  things  in  order  to  get  the 
significance  of  these  figures  clearly  in  mind.  We  produced  64  bil- 
lions in  1919.  The  population  then  was  106  millions.  That  meant 
$607  per  capita  as  agamst  about  $665  per  capita  in  1929.  But  that 
figure  of  64  billion  is  expressed  in  the  prices  of  1919,  which,  as  you 
will  recall,  were  at  the  peak.  That  was  the  post-war  period  when 
prices  were  at  the  top.     So  we  have  to  convert  the  1919  prices  to  our 

1934  prices  in  order  to  get  a  real  measure  of  the  amount  of  this 
income  as  expressed  in  terms  of  present  prices. 

If  we  produced  the  same  amount  we  produced  in  1919,  we  would 
be  producing  on  the  basis  of  present  prices  $326  per  capita.  You 
can  take  that  as  round  figures.  It  might  be  $300  or  it  might  be 
$350.  That  is  the  general  range.  On  a  30-hour  week,  instead  of 
having  a  larger  per  capita  income  in  real  terms  of  goods  and  serv- 
ices, we  would  have  a  very  much  smaller  one  than  we  had  in  the 
period  of  the  twenties. 

In  choosing  1919  as  the  basis  for  measuring  the  expansion  of  effi- 
ciency, Mr.  Green  chose  a  year  of  very  great  inefficiency.  It  was  a 
year  of  full  employment.  It  was  a  year  of  demobilization,  rapid 
expansion,  and  industrial  unrest.  Hence  the  average  efficiency  was 
very  low. 

When  you  measure  the  increase  in  efficiency  from  that  basis,  you 
must  ask  what  that  era  would  produce  in  terms  of  goods  and  sei*v- 
ices,  if  you  are  going  to  have  a  true  measure  of  the  productive 
capacity  of  this  country  on  a  30-hour  week  basis.  And  I  submit 
that  the  evidence  presented  by  Mr.  Green  shows  that  instead  of  hav- 
ing higher  real  standards  of  living  this  country  would  have  lower 
standards  of  living. 

I  want  to  make  another  thing  clear.  If  the  30-hour  week  is 
instituted  with  no  reduction  in  the  weekly  earnings  of  labor,  that 
would  mean  something  like  a  30  percent  increase  in  labor  costs. 
The  workers  would  receive  the  same  amount  of  money  for  a  less 
number  of  hours  of  work.  Let  us  assume  that  this  would  absorb 
the  entire  number  of  men  now  unemployed. 

Let  us  focus  for  the  moment  upon  the  laborers  who  are  at  present 
employed.  The  employed  laborer  would  have  the  same  money  wage. 
But  there  would  be  produced  a  smaller  quantity  of  goods  than  we 
had  in  1929.  The  inevitable  result  of  expending  more  purchasing 
power  for  a  smaller  volume  of  goods  is  to  bring  about  a  rise  in 
prices. 

That  has  been  shown  under  the  N.  K.  A.  We  have  tried  this  plan 
in  a  modified  way  under  the  N.  E.  A.  I  am  not  opposed  to  the 
N.  R.  A.  as  a  general  blanket  proposition,  but  I  want  to  center 
attention  upon  the  results  of  the  shorter  work  week  and  the  higher 
wage  costs  under  the  N.  R.  A.  There  was,  in  fact,  an  increase  in 
prices,  at  least  proportionate  to  the  increase  in  wages.  In  other 
words,  workers  had  more  money  but  they  were  unable  to  buy  more 
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clothing  and  shoes  and  the  material  commodities  and  services  which 
make  up  our  standard  of  living.  The  crux  of  the  problem  is  the 
effect  upon  production.  , 

Another  point  is  that  the  30-hour  week  is  advanced  as  a  recovery 
measure,  a  means  of  stimulating  revival.  I  believe  that  the  sharp 
increase  in  costs  that  would  immediately  ensue  for  all  business,  big 
and  little,  would  precipitate  a  great  crisis  in  business.  The  increased 
costs  have  got  to  absorb  if  industry  is  to  carry  on.  That  is  per- 
fectly elementary.  There  are  three  possibilities  for  absorbing  the 
added  costs. 

One  is  that  business  might  take  it  out  of  surpluses  or  profit  mar-, 
gins.  We  have  got  a  big  country  and  many  types  of  industry  and 
many  large  corporations.  In  some  cases  undoubtedly  big  corpora- 
tions would  have  the  funds  with  which  to  meet  increased  pay  rolls 
for  the  time  being.  Vast  numbers  of  others  would  not,  and  the 
problem  of  the  small  industry  under  the  N.  R.  A.  in  meeting  the 
requirement  would  be  magnified  tremendously  under  this,  because 
of  its  much  more  drastic  character. 

The  second  means  is  to  borrow  the  necessary  funds  from  the  banks. 
If  they  are  to  borrow  it  from  the  banks,  and  we  still  retain  the  policy 
of  holding  the  banks  responsible  for  the  safe  handling  of  depositors' 
money,  the  banker  has  gt)t  to  think  in  terms  of  whether  he  is  going 
to  get  his  money  back;  otherwise  the  depositors  will  lose  their  de- 
posits. The  tendency  is  for  the  banker  to  be  very  dubious  about  the 
ability  to  absorb  that  much  increase  in  the  cost,  unless  prices  are 
expected  to  rise  so  that  the  business  man  can  recoup  from  the  sale  of 
the  product. 

That  is  the  third  alternative — that  they  will  get  it  back  out  of 
higher  prices.  That  is  what  happened  under  the  N.  R.  A.  by  and 
large.  There  was  a  good  deal  of  discussion  shortly  after  the  N.  R.  A. 
was  instituted  about  the  ability  of  business  men  to  finance  the  added 
costs.  Prices  rose  so  rapidly  that  in  the  main  they  were  able  to 
recoup  out  of  higher  prices.  But  the  moment  that  happens  you  have 
defeated  the  purpose  of  giving  larger  purchasing  power  to  those  who 
work. 

I  want  to  say  merely  one  other  thing  in  conclusion.  The  whole 
purpose  of  our  investigation  is  to  find  ways  and  means,  if  possible, 
whereby  we  can  get  a  better  distribution  of  the  national  income,  to 
the  end  not  only  that  labor  and  the  families  of  workers  may  profit, 
but  to  the  end  that  our  whole  economic  system  may  function  more 
efficiently  and  on  a  more  satisfactory  basis. 

Our  conclusion  simply  is  that  this  measure  will  not  only  not  accom- 
plish anything  for  the  laborers  themselves,  those  now  on  the  pay 
rolls,  but  that  it  will  tend  to  defeat  the  very  purpose  which  labor 
ought  to  be  interested  in.  We  are  not  as  yet  prepared  to  indicate 
the  means  whereby  we  think  a  larger  proporticm  of  the  income  may 
increasingly  come  to  the  masses  of  the  people.  We  are  still  in  the 
midst  of  our  investigation.  This  particular  proposal,  however,  as  a 
means  of  accomplishing  that  end,  seems  to  us  to  be  self-defeating. 

Senator  Austin.  Mr.  Chairman,  may  I  ask  a  question? 

Senator  McCabran  (presiding).  Yes. 

Senator  Austin.  Without  any  question,  there  is  a  very  sincere 
belief  on  the  part  of  the  prciponents  of  this  bill  that  it  will  set  idle 
wheels  to  turning  and  put  smoke  in  the  stacks  of  closed  factories. 
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I  would  like  to  ask  you  two  or  three  questions  that  are  within  the 
range  of  my  own  observation. 

Let  us  assume  a  little  factory  that  manufactures  underwear  and 
hosiery  has  been  running  for  50  years,  and  employing  a  personnel 
that  at  times  amounts  to  50  men,  but  less  than  that  ordinarily,  which, 
under  the  code,  was  obliged  to  close  down  and  throw  all  the  50 
employees  onto  the  relief  roll.  Let  me  ask  you,  Doctor,  is  there 
anything  in  this  30-hour-week  bill  that  will  revive  such  an  industry 
as  that,  or  tends  to  revive  it  ? 

Mr.  MouLTON.  No;  I  don't  think  that  there  is  anything  in  this 
bill  that  will  tend  to  revive  such  an  industry.  That  is  one  that  is 
dead  now. 

Senator  Austin.  It  is  dead. 

Mr.  MouLTON.  I  think,  on  the  contrary,  that  other  industries  simi- 
larly  situated  would— because  of  the  high  and  sharp  advance  in 
costs— be  unable  to  continue  their  operations,  and  this  would  intensify 
'     the  depression. 

Senator  Austin.  I  think  you  have  anticipated  my  second  question. 
I  want  to  assume  another  condition  which  I  have  observed— that  of 
a  small  factory  engaged  in  the  manufacture  of  golf  tees,  which  has 
J3een  m  the  red  for  years,  but  has  kept  employed  practicaUy  all  the 
inhabitants  of  a  little  village.  The  proprietor  of  this  industry  is  at 
the  end  of  the  table  for  credit.  He  has  not  been  able  to  comply  with 
the  code.  He  has  been  in  constant  fear  of  prosecution  because  of  his 
iioncomphance.  He  is  under  criticism  of  great  manufacturers  of 
golf  tees  who  are  his  competitors.  He  is  still  struggling.  I  mean  to 
include  his  employees  as  well  as  him,  for  they  are  all  interested  in 
seeing  that  little  industry  continue  to  operate.  What  hope  is  there 
m  this  proposal  of  reducing  hours  and  increasing  wages  to  save  that 
factory  ? 

Mr.  MouLTON.  If  he  complied  with  this  measure,  he  would  be 
driven  to  the  wall.  He  cannot  pay  the  additional  labor  costs  in 
the  situation  you  have  described.  If  that  is  true,  gentlemen,  in  this 
^  small  industry,  it  is  true  in  varying  degrees  in  large  industries.  It 
may  be  said  the  small  industries  do  not  count  so  much  in  the  aggre- 
gate. Take  the  large  industries.  Take  the  railroads.  The  30-hour- 
week  proposal,  with  no  reduction  in  weekly  wages,  might  well 
precipitate  wholesale  bankruptcy  in  the  railroad  industry.  The  rail- 
roads and  other  regulated  industries  cannot  automatically  raise  the 
price  as  can  manufacturing  concerns.  There  is  no  way  out  for  them 
unless  we  are  willing  to  abandon  our  method  of  regulation  of  public 
utilities  and  railroads.  The  question  is  whether  their  income  is 
sufficient  to  permit  them  to  absorb  the  added  costs.  I  am  convinced 
myself  that,  by  and  large,  we  would  have  greatly  intensified  difficul- 
ties with  our  regulated  industries. 

There  is  a  psychological  aspect  to  this  problem,  looking  at  it  from 
the  standpoint  of  recovery,  which  must  not  be  overlooked.  I  think 
the  passage  of  this  measure  would  result  in  a  tremendous  wave  of 
pessimism  and  a  tendency  toward  restraction  rather  than  expansion 
Ihat  cannot  be  proved,  of  course.  I  am  trying  to  differentiate  be- 
tween the  things  I  can  nail  down  and  prove  and  those  I  cannot 
Ihat  IS  my  judgment.    In  making  that  differentiation,  my  judgment 
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would  be  that  instead  of  promoting  greater  confidence  and  hence 
recovery,  this  bill  would  be  a  calamity  from  the  standpoint  of  relief. 
It  would  intensify  the  situation. 

Even  if  you  did  absorb  the  unemployed,  we  would  still  have  to 
face  the  fact  that  we  would  be  freezing  the  level  of  productivity  m 
this  country  at  something  like  the  1919  basis,  rather  than  giving  us 
production  adequate  to  afford  the  standard  of  living  to  which  we 
all  aspire. 

Senator  Austin.  Why  does  it  not  follow  logically  and  economi- 
cally that,  by  putting  on  double  the  number  of  men  under  this 
30-hour  bill,  you  correspondingly  increase  the  production? 

Mr.  MouLTON.  That  is,  if  you  had  double  the  number  of  people 
at  work? 

Senator  Austin.  Yes. 

Mr.  MouLTON.  You  are  going  to  reduce  the  working  hours  f rojn 
40  to  30,  let  us  say.  It  is  roughly  around  40  now.  You  are  going 
to  reduce  the  worting  hours  of  those  on  the  pay  roll  merely  suffi- 
cient to  absorb  the  others.  Hence,  you  will  have  the  same  number 
of  man-hours  as  before.  If  you  merely  reduce  the  number  of  hours 
of  certain  people  sufficient  to  put  other  people  at  work,  you  are  not 
adding  anything. 

Senator  Austin.  I  have  read  your  pamphlet  The  Thirty-Hour 
Week.    Have  you  some  extra  copies  of  that  pamphlet  ? 

Mr.  MouLTON.  I  have  only  one  here. 

Senator  Austin.  Are  they  available  ? 

Mr.  Moulton.  Yes. 

Senator  Austin.  I  want  to  ask  you,  that  having  been  published 
on  January  3,  whether  your  views  as  expressed  in  that  pamphlet 
remain  the  same  today  as  they  are  there  expressed? 

Mr.  MouiiTON.  Yes. 

Senator  Austin.  And  those  views  are  based  upon  the  studies  about 
which  you  have  testified  here? 

Mr.  Moulton.  Yes. 

Senator  Austin.  Do  you  now  say  that  these  conclusions  and  opin- 
ions which  you  express  in  that  pamphlet  are  your  present  views? 

Mr.  Moulton.  That  is  right. 

Senator  Austin.  You  have  indicated  therein  the  sources  of  your 
information,  and  I  assume  that  they  are  accurate  sources  to  which 
you  have  gone  for  such  information.    Is  that  right? 

Mr.  Moulton.  Yes.  The  data  with  reference  to  hours,  and  so 
forth,  do  not  conflict,  so  far  as  that  goes,  with  those  offered  by  Mr. 
Green.  As  far  as  the  facts  are  concerned  about  the  number  of  hours, 
and  similar  matters,  there  is  no  material  difference. 

Senator  Austin.  There  is  one  topic  to  which  I  should  like  particu- 
larly to  direct  your  attention.  That  is  the  relationship  of  this 
30-hour-week  proposal  to  relief.  What,  in  your  opinion,  would  be 
its  effect  upon  relief,  and  what  is  indispensable  to  any  act  in  order 
to  get  relief? 

Mr.  Moulton.  Originally,  when  the  measure  was  first  put  up  it 
was,  I  think,  as  I  read  the  bill  2  years  ago  or  more,  based  pretty 
largely  upon  a  share-the-work  program.  It  was  a  means  whereby 
the  laborers  on  the  pay  roll  would  share  the  burdens  of  their  fellows 
by  dividing  the  work  and  dividing  the  pay.    At  present  it  is  intended 
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to  share  the  work,  as  I  get  it,  without  anybody  taking  less  pay. 
Present  workers  are  supposed  to  get  the  same  weekly  wages,  and 
others  will  also  get  wages.  That  is  what  creates  a  disparity  between 
the  money  income  and  the  goods.  But  it  will  still  be  a  means  of 
relief.  That  is  to  say,  if  you  can  institute  it,  and  assume  for  the 
moment  you  can,  and  that  business  will  comply,  and  you  get  overy- 
body  on  the  30-hour  week,  everybody  will  be  working  30  hours 
instead  of  a  certain  portion  working  40  hours  and  the  rest  not  work- 
ing at  all.  It  will  be  a  sharing  of  the  work.  It  will  be  a  relief 
measure  m  that  way.  Who  will  bear  that  burden,  is  the  real  ques- 
tion. 

Those  who  will  bear  the  burden  are  those  who  are  on  the  pay  roll 
now,  and  they  will  bear  it  by  virtue  of  the  fact  that  prices  will  rise 
and,  their  weekly  wages  remaining  the  same,  they  will  be  able  to 
buy  a  less  portion  of  the  goods  and  services  being  currently  pro- 
duced than  they  are  now  able  to  buy. 

I  don't  believe  that  this  is  the  best  means  of  caring  for  our  relief 
problem.  I  don't  believe  that  burden  should  be  imposed  upon  the 
employed  workers  of  this  country.  I  as  assuming  now  for  the 
moment  that  there  will  be  general  compliance  with  the  measure. 
I  think  there  are  better  ways  of  solving  our  relief  problem  than 
that.  I  think  the  existing  method  which  imposes  the  burden  upon 
people  with  more  adequate  means  and  through  governmental  chan- 
nels m  the  form  of  taxes  which  come  more  from  the  well-to-do  than 
they  do  from  the  poor,  is  a  better  method. 

Don't  understand  me  as  saying  I  think  our  present  system  is 
working  out  with  perfect  satisfaction.  I  am  hopeful  that  the  new 
relief  measure  that  is  being  developed  may  do  the  job  very  much 
better.  But  the  burden  of  relief  should  be  imposed  upon  the  Nation 
as  a  whole  rather  than  upon  those  now  employed. 

Senator  Austin.  I  want  to  ask  you  whether  your  studies  indicated 
that  there  is  a  marked  diversity  in  the  types  of  industry,  having  very 
great  differences  in  the  ability  of  those  industries  to  conform  to  a 
rigid  number  of  hours  per  week? 

Mr.  Moulton.  I  brought  along  a  statement  of  the  full-time  hours 
prevailing  m  1928  and  1929  in  industry.  This  will  be  useful  be- 
cause it  indicates  the  diversity  which  does  exist  in  industry.  I 'said 
the  average  was  around  50  hours.  In  the  textile  industry  it  differs 
from  between  male  and  female  workers  and  between  weavers  and 
spinners  and  others;  but  it  ranges  from  51.2  for  all  forms  of  female 
labor  to  57.8  for  male  labor. 

Senator  Austin.  That  is  what  year? 

Mr.  Moulton.  1928  and  1929.  In  woolen  and  worsted  goods  the 
average  was  very  close  to  49.  There  is  not  much  variation  there 
In  men  s  clothing  it  was  around  43.  In  hosiery  and  underwear  it 
was  around  53.  In  boots  and  shoes  it  was  around  49.  In  iron  and 
steel  It  ranged  from  67.7  to  62.6.  In  the  open-hearth  furnaces  the 
variation  was  from  55.8  to  60.5.  In  bar  mills  it  ranged  from  53  5 
to  5b.  In  the  tm-plate  mills  it  was  as  low  as  42.7.  For  motor  ve- 
hicles It  ranged  froni  48.8  to  49.7.  In  foundries,  the  variation  was 
trom  49.9  to  52.1.  In  machine  shops,  from  49.8  to  50.5.  In  the 
lumber  industry  it  ranged  from  55.8  to  57.6.     In  the  furniture  indus- 
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try,  the  variation  was  from  42.6  to  52.5.  In  the  slaughtering  and 
meat-packing  industry  it  practically  stands  at  48.7.  In  Portland 
cement,  for  male  workers,  it  was  60.8;  and  for  female  workers,  52. 
Aircraft  engines,  48.9.    Petroleum,  48.    Pipe  lines,  48. 

You  hav^e  a  similar  variation  now.  You  have  a  variation  not  only 
between  industries,  but  you  have  a  geographical  variation  that  is 
quite  pronounced.  I  think  the  rigidity  feature  of  the  30-hour  week 
is  a  very  serious  matter. 

It  seems  to  me  that  the  N.  R.  A.  code  method  is  infinitely  to  be 
preferred  and  superior  to  a  blanket  proposition,  because,  after  all, 
under  the  N.  R.  A.  code  you  study  the  conditions  of  each  particular 
industry  and  adjust  the  working  schedule  on  a  high  or  a  low  level, 
dependmg  upon  the  circumstances  of  the  particular  industry.  I 
think  that  flexibility  is  absolutely  indispensable.  You  cannot  put 
American  industry  on  such  a  rigid  schedule  as  this.  Geographical 
conditions  vary,  and  there  are  many  divergent  conditions  in  par- 
ticular industries,  some  of  them  having  to  meet  foreign  competition 
and  others  not.  Some  operate  under  practically  monopolistic  condi- 
tions and  others  under  competitive  conditions.  I  think  you  cannot 
make  an  inflexible  proposition  like  this  work.  It  seems  to  me  plainly 
undesirable  to  try  to  put  a  whole  industry  on  an  inflexible  basis. 

Senator  Austin.  Did  you  give  consideration  to  that  variation  in 
trade  which  indicates  in  some  instances  seasonal  peaks,  orders  with- 
held until  there  is  need  for  the  goods,  and  therefore  depressions  as 
well  as  high  peaks  of  activity  in  some  industries,  as  bearing  upon 
the  feasibility  of  this  30-hour  week  program  ? 

Mr.  MouLTON.  Yes.  In  our  general  studies  of  America's  capacity 
to  produce  we  had  to  give  very  special  consideration  in  every  case  to 
the  seasonal  fluctuations.  We  were  concerned  with  it,  not  solely 
from  that  point  of  view,  but  because  of  its  bearing  upon  the  amount 
of  production  we  might  get  as  a  whole.  Some  people  say  that  if 
production  per  day  is  X,  and  you  have  365  days  in  tlie  year,  or  if  you 
deduct  Sundays  and  holidays,  say  310,  and  you  multiply  it,  X,  by 
310,  you  have  the  answer  as  to  potential  production,  namely,  310X. 
But  if  you  have  a  seasonal  industry  where  the  demand  from  the 
public  is  of  a  seasonal  character,  you  cannot  get  the  answer  by  multi- 
plying the  capacity  per  day  by  310  days  in  the  year.  If  you  allow 
for  the  seasonal  factors,  it  might  mean  267  days' operation,  allowing 
for  holidays  and  break-downs,  as  against  a  possible  310. 

We  do  have  to  have  some  flexibility  for  seasonal  requirements.  I 
would  not  consider,  however,  that  this  is  anything  like  as  important  a 
factor  in  the  situation  as  the  general  necessity  of  a  varying  hours  of 
work  basis. 

Senator  Austin.  Doctor,  we  have  had  evidence  here  tending  to 
show  that  in  one  activity— I  think  it  is  the  bricklayers,  plasterers,  and 
stone  masons— the  30-hour  week  has  been  in  effect  by  voluntary 
agreement  for  a  year  or  a  year  and  a  half  in  two  States— Massa- 
chusetts and  California.    Do  you  know  anything  about  tht^ 

Mr.  MouLTON.  No;  I  don't  know  the  facts  about  that.  That 
might  well  be,  in  trying  to  stabilize  the  situation. 

Senator  Austin.  I  Jiave  wondered  whether  it  had  come  under  your 
observation,  because  we  have  the  curious  phenomenon  of  a  great  num- 
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ber  of  petitions  from  workers  in  Massachusetts  filed  with  this  com- 
mittee by  Senator  Walsh,  of  that  State,  opposing  a  30-hour  week. 
I  wondered  if  there  is  any  relationship  between  the  conditions  under 
those  agreements  and  these  contentions  made  under  this  act. 

Mr.  MouLTON.  I  cannot  answer  as  to  that. 

SeE^tor  Austin.  Mr.  Chairman,  I  ask  to  have  filed,  but  not  printed, 
Ihe  Ihirty-Hour  Week,  published  January  3,  1935,  by  Harold  E. 
Moulton  and  Morris  Leven,  as  an  exhibit. 

Senator  McCarran  (presiding).  That  will  be  the  order. 

(The  document  referred  to  was  filed  with  the  committee.) 

Senator  Hatch.  I  think  you  stated  that  where  a  plan  of  this 
nature  would  be  put  into  effect,  the  added  cost  would  necessarily 
cause  an  increase  in  prices,  and  thereby  the  workers  would  not  be 
benefited  because  the  prices  they  would  have  to  pay  would  offset  any 
gain  they  might  otherwise  receive. 

Mr.  MouLTON.  It  would  more  than  offset  it.  I  would  like  to 
make  this  quite  clear.  If  he  is  getting  $20  a  week  now  for  40  hours, 
he  will  still  be  getting  $20  for  his  30  hours.  To  the  extent  that 
prices  rose  his  $20  would  buy  less  than  before. 

Senator  Hatch.  That  is  obvious,  but  that  would  not  necessarily 
mean  that  wages  would  have  to  remain  at  the  minimum.  Wages 
might  be  advanced. 

Mr.  Moulton.  Oh,  yes.  But  if  you  advance  the  money  wage  to 
$30,  let  us  say,  then  instead  of  a  3d-percent  increase  in  money  costs 
of  production  you  would  have  a  much  larger  increase.  The  30-hour 
>yeek  would  mean  that  labor  would  have  a  stronger  bargaining  posi- 
tion, theoretically  at  least.  But  getting  a  higher  money  wagc'unless 
we  get  an  increased  flow  of  ])roduction  to  match  it,  does  not  mean 
getting  higher  standards  of  living. 

Senator  Hatch.  Then  if  you  advance  wages,  according  to  your 
opinion,  and  you  have  an  advance  in  prices,  you  have  not  accom- 
plished anything? 

Mr.  Moulton.  You  have  not  accomplished  anvthing,  and  you  have 
intensified  the  difficulties  of  the  business  man. 

Senator  Hatch.  I  am  thinking  about  the  year  1919  when  wages 
were  high  and  farm  products  and  all  commcxlities  were  high,  and  The 
prices  of  manufactured  articles  were  also  high.  Notwithstanding 
those  high  prices  the  people  generally  had  more. 

Mr.  Moulton.  They  had  a  50-hour  work  week  and  they  had  no 
unemployment.     We  had  higher  productivity  then  than  now. 

Senator  Hatch.  That  accounts  for  that,  in  your  opinion  ? 

Mr.  Moulton.  After  all,  we  cannot  eat  and  wear  what  we  have  not 
produced.  As  I  analyze  this  measure,  I  think  it  would  defeat  its 
own  purpose. 

I  thank  you  very  much. 

Senator  McCarran  (presiding).  Are  there  any  other  witnesses  to 
come  before  the  committee  this  morning?     There  appear  to  be  none. 

I  think  it  was  understood  yesterday  that  this  subcommittee  would 
not  meet  on  Monday  morning,  as  the  full  committee  has  a  regular 
meeting  on  that  day.  We  will  adjourn  until  2  o'clock  Mondav 
afternoon. 

(Whereupcm,  at  12  o'clock  noon,  the  subcommittee  adjourned  until 
Monday,  Feb.  11,  1935,  at  2  p.  in.) 
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MONDAY,  FEBRUABY  11,  1935 

United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

Wdshington^  D,  C, 

The  subcommittee  met,  pursuant  to  adjournment,  in  the  com- 
mittee room,  Capitol,  at  2: 15  p.  m..  Senator  M.  M.  Xeely  (chairman) 
presiding. 

Present:  Senators  Neely  (chairman),  Hatch,  and  Austin. 

Senator  Austin.  Mr.  Chairman,  before  we  begin  with  a  witness, 
I  offer  for  the  use  of  the  commttee  the  shorter-work-day  report  of 
the  department  of  manufactures  committee  of  the  Chamber  of  Com- 
merce of  the  United  States.  It  need  not  be  printed,  but  I  would 
like  to  have  it  filed  for  the  use  of  the  committee. 

Senator  Neely.  It  may  be  filed. 

(The  document  referred  to  was  filed  with  the  committee.) 

Senator  Austin.  When  Mr.  Austin  T.  Levy,  treasurer  of  the  Still- 
water Worsted  Mills,  Harrisville,  K.  I.,  was  on  the  stand  I  asked 
him  if  he  would  send  the  committee  certain  figures.  He  has  written 
the  committee  a  letter,  dated  February  8,  which  does  not  furnish  the 
information  required,  but  I  would  like  to  have  the  letter  incorporated 
in  the  record  to  show  what  his  response  was. 

Senator  Neely.  That  may  be  done. 

(The  document  referred  to  is  as  follows:) 

February  8.  1935. 
Clerk  of  the  Senate  Committee  on  the  Judiciary, 

Washington,  D.  C. 

Dear  Sir:  At  a  hearing  before  the  committee  on  February  6,  1935,  Senator 
Austin  asked  me  certain  questions  with  respect  to  the  operations  of  the  corpo- 
ration known  as  the  Stillwater  Worsted  Mills,  of  which  I  am  president,  in  the 
years  1912,  1929,  and  1934. 

I  am  writing  to  say  that  the  records  of  the  year  1912  are  no  longer  available. 

With  respect  to  comparable  information  regarding  the  years  1929  and  1934, 
our  efforts  to  compile  these  figures  bring  out  that — due  to  the  very  great  changes 
that  have  taken  place  in  our  cx)mpany's  business  since  1929 — any  attempt  to 
relate  the  figures  concerning  some  of  the  questions  to  which  Senator  Austin 
desired  the  answers  would  be  entirely  misleading,  and  we  have  decided,  there- 
fore, not  to  attempt  to  send  them  to  you.  We  can,  however,  make  definite 
answer  to  what  seemed  to  be  the  two  most  important  questions: 

1.  Average  weekly  wage,  1929  (48  hours),  $26.45;  1934  (40  hours),  $20  84 

2.  Average  hourly  earnings,  1929  (48  hours),  $0,551;  1934  (40  hours),  $0,521. 

Very  truly  vours. 


Austin  T.  Levy. 
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STATEMENT  OF  0.  (3t,  SAXON,  YALE  UNIVERSITY,  NEW  HAVEN, 

CONN. 

Senator  Neely.  Professor  Saxon,  you  may  proceed. 

Mr.  Saxon.  May  I  ask  how  much  time  will  be  allotted  to  me?  I 
have  prepared  rather  a  long  statement,  but  I  can  make  it  long  or 
short,  as  you  like. 

Senator  Neely.  Proceed  in  your  own  w^ay. 

Mr.  Saxon.  I  would  like  to  know  whether  it  is  20  minutes  or 
longer. 

Senator  Austin.  I  think  you  should  tell  the  whole  story. 

Mr.  Saxon.  If  it  does  become  too  long,  let  me  know. 

Senator  Austin.  If  you  have  a  backstop  in  the  form  of  a  written 
statement,  that  will  serve  us,  if  we  reach  the  point  w^here  it  is  nec- 
essary to  adjourn,  and  we  might  then  pass  upon  the  question. 

Senator  Neely.  You  may  proceed. 

Mr.  Saxon.  Mr.  Chairman  and  gentlemen,  discussion  of  a  30-hour 
week  or  any  other  arbitrary  legislative  or  administrative  limitation 
of  hours  of  work  without  a  corresponding  decrease  in  the  rate  of  pay 
ramifies  immediately  into  fundamental  questions  involved  in  techno- 
logical and  social  problems  of  the  human  race  in  our  modem  civili- 
zation. Few  economic  issues  are  more  complex,  revolutionary,  and 
more  replete  with  hidden  dangers.  Those  not  trained  to  careful 
analysis  of  economic  forces  by  study  of  historical  experience  tend, 
through  confusion,  to  become  emotional  thinkers  and  rationalize 
their  ideas  of  social  justice  and  social  objectives  without  due  regard 
to  the  vast  difference  l)etween  short-  and  long-term  effects.  In  their 
eagerness  for  recovery  they  tend  to  condemn  all  who  oppose  their 
programs  as  antisocial,  selnsh,  and  unprogressive.  They  attempt  to 
suspend  or  change  economic  law  without  consideration  of  the  penal- 
ties which  must  be  paid  sooner  or  later. 

All  people  want  social  progress,  higher  standards  of  living,  and 
greater  social  justice.  Those  who  oppose  the  30-hour  week  or  similar 
limitations  have  the  same  objectives  as  the  most  ardent  supporter  of 
organized  labor.  They  merely  insist  that  the  demands  are  improp- 
erly timed,  that  to  adopt  it  now  would  mean  more  rather  than  less 
unemployment,  less  rather  than  more  real  wages,  and  in  the  long  run 
longer  rather  than  shorter  hours  for  many  people,  and  a  lower,  not  a 
higher,  standard  of  living  for  all. 

national  INCX)ME 

The  prosperity  of  a  nation  depends  on  its  land — natural  resources — 
its  capital  equipment^ — capital,  machinery,  and  so  forth — and  its 
labor,  and  the  effective  use  of  all  three  in  joint  cooperation.  Some 
nations  have  more  of  one  and  less  of  the  others.  Some  refuse  to  use 
what  they  have  efficiently.  This  explains  the  differences  in  standards 
of  living  throughout  the  world.  India  and  China,  with  their  vast 
populations  and  relatively  poor  land — and  natural  resources — though 
also  vast,  lacking  adequate  capital,  have  extremely  low  standards  of 
living.  The  United  States  during  the  past  century,  with  vast  nat- 
ural resources  and  phenomenally  expanding  population  increased  by 
immigration,  rapidlv  expanded  its  resources  and  by  efficient  use  of  all 
its  three  elements  oi  wealth  developed  the  highest  standard  of  living 
the  world  has  ever  known. 
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But  this  social  progress  and  increase  of  the  national  standard  of 
living  depends  upon  the  efficient  use  of  all  three  elements  in  coopera- 
tion. Technological  progress  is  usually  conceived  of  as  meaning  the 
expansion  of  the  use  of  the  machine.  It  is  just  as  much  in  reality 
the  more  efficient  use  of  labor  and  capital  cooperating  toward  greater 
total  production  and  national  income.  To  refuse  to  use  technological 
devices,  whether  in  the  form  of  new  machines,  new  methods  of  op- 
eration, or  new  processes,  means  the  deliberate  reduction  of  national 
income  from  land,  labor,  and  capital.  Artificial  reduction  of  agri- 
cultural production,  reduction  in  hours  of  work,  or  limitations  on 
capital,  in  the  long  run,  bring  penalties  if  continued  too  long,  result 
in  destruction  of  capital  wealth,  and  decrease  the  total  national 
mcome  which  must  be  divided  between  the  three  producing  elements. 
They  are  the  equivalent  of  mortgaging  our  industrial  future. 

Certain  industries  have  been  able  to  accumulate  a  reserve  and  are 
able  to  ride  on  it  and  have  been  during  the  period  since  1932.  Many 
industries  have  increased  their  profits  under  N.  R.  A.  Others  have 
barely  gotten  away  from  the  brink  of  insolvency  and  bankruptcy, 
but  a  large  number  have  not  been  so  fortunate. 

Mr.  Green,  in  his  pamphlet  entitled  "  The  Hour  Week  ",  cites  the 
figures  (hat  industry  from  1932  to  1934,  some  two-hundred-odd  com- 
panies, increased  their  income  from  the  low  figure  of  $100,000  in  1932 
to  something  over  $400,000,000  in  1934.  Those  were  selected  cases. 
Industry  as  a  whole  is  still  working  at  a  loss,  without  income ;  and 
during  1929,  1930,  until  1933,  industry  suffered  a  heavy  loss  of  from 
7  to  9  billions  of  dollars,  with  a  great  impairment  of  capital. 

Senator  Neely.  What  important  industry  of  national  scope  is 
operated  at  a  loss  ? 

Mr.  Saxon.  That  I  am  not  prepared  to  give  in  detail,  but  in  a 
few  minutes  I  would  like  to  give  you  just  a  few  figures  which  are 
available  on  that  subject.  These  are  N.  R.  A.  figures  that  I  am 
going  to  quote,  and  will  give  you  the  results  of  N.  R.  A.  under  the 
cotton  textile  code  and  the  petroleum  code. 

ARTIFICIAL  RESTRICTIONS 

No  nation  in  history  has  yet  been  able  to  suspend  or  obviate  the 
effects  of  economic  forces  for  long  without  paying  heavy  penalties 
in  the  form  of  reduced  standards  of  living  and  in  other  respects. 

Two  illustrations  of  artificial  restrictions  which  had  disastrous 
effects  because  they  were  continued  in  operation  unduly  lono-  and 
after  the  emergency  which  justified  them  had  been  dissipated  will 
prove  my  point. 

In  1924  Great  Britain  by  legislation  restricted  production  of  rub- 
ber m  British  colonies  by  40  percent.  Prices  rose  within  2  years 
from  101/2  cents  per  pound  to  $1.22  per  pound.  Meantime,  the 
Dutch,  not  affected  by  the  restriction  program,  increased  their  pro- 
duction from  30  percent  of  world  production  to  60  percent  of  world 
production,  thereby  reversing  the  relative  position  of  the  British 
colonies  and  the  Dutch  colonies.  Great  Britain,  seeing  the  loss  of 
her  control  of  rubber  to  the  Dutch,  canceled  the  restriction  for  vears 
later;  but,  meantime,  world  production  had  increased  in  the  aggre- 
gate more  than  40  percent.  Simultaneously,  due  to  the  artificial 
high  price,  synthetic  rubber  became  a  reality  at  a  potential  price  of 
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about  40  cents  per  pound  in  large  volume  production.  The  British 
had  already  lost  heavy  investments  in  the  indigo  plantations  in 
India  as  a  result  of  abnormally  high  prices  which  fostered  the  devel- 
opment of  synthetic  dyes.  This  experience  was  a  major  factor  in 
persuading  British  legislators  to  cancel  the  rubber-restriction  scheme. 
The  action,  however,  came  too  late,  for  within  4  years  of  the  revival 
of  a  free  market  rubber  sold  down  to  a  low  of  2%  cents  because  of 
the  drastic  increase  in  production  relative  to  coniiumption.  The 
threat  of  artificial  rubber  will  put  a  ceiling  to  the  possible  rise  of 
rubber  in  the  future. 

The  Brazilian  Government  three  times  has  attempted  to  restrict 
production  of  coffee  and  fix  prices  on  world  markets.  Each  attempt 
has  resulted  in  heavy  expansion  in  coffee  production  in  Central  Amer- 
ica to  the  extent  that  today  Central  America  is  a  very  important  fac- 
tor as  a  coffee  producer  when  originally  she  was  onlv  a  nominal  com- 
petitor of  Brazil.  These  Brazilian  schemes  are  often  cited  as  illustra- 
tions of  successful  restriction  programs,  primarily  because  foreign 
loans  to  Brazil  to  enable  her  to  purchase  surplus  stocks  have  until  the 
recent  depression  always  been  repaid  in  full.  On  analysis,  however, 
it  appears  that  the  Brazilian  currency  has  as  a  result  of  the  financial 
losses  incurred  by  the  Government  under  such  programs  been  depre- 
ciated over  a  period  of  approximatelv  30  years  from  the  value  of  50 
cents  per  milreis  to  a  present  value  of  approximately  8  cents.  Mean- 
time, the  Brazilian  Government  is  today  burning  coffee  as  fuel  in  its 
steamships  and  dumping  it  in  the  ocean  on  a  large  scale  to  dispose  of 
stocks  bought  on  the  world  markets  in  an  effort  to  stabilize  prices. 
Prices,  however,  have  fallen  in  recent  years  to  the  lowest  in  recorded 
history. 

REAL,  NOT  ARTIFICIAL,  PROGRESS 

About  60  years  ago  the  normal  work-week  in  American  industry 
was  60  hours.  They  have  been  reduced  in  little  more  than  half  a 
century  to  their  precode  level  of,  say,  50  hours,  and  all  of  us  are 
eagerly  looking  forward  to  the  time  when  they  will  gradually  be 
reduced  to  30,  and  possibly  25,  by  the  operation  of  economic  forces. 
From  1900  to  1929  working  hours  were  reduced  from  57  to  50  hours,  or 
about  13  percent,  but  simultaneously  there  was  an  increase  in  national 
income  in  which  all  classes  shared  of  almost  40  percent  through  in- 
creased productivity  of  capital  and  labor.  The  previous  reductions 
have  come  through  inexorable  laws  of  economics  which  time  their 
efforts  so  as  to  increase  rather  than  decrease  the  national  income  and 
standard  of  living. 

Wages  come  only  out  of  the  income  produced  by  the  three  elements 
of  land,  labor,  and  capital  in  cooperation.  The  shares  of  labor,  capi- 
tal, and  land  in  these  profits  are  also  determined  by  economic  forces; 
that  is,  the  relative  scarcity  of  one  with  reference  to  the  others ;  and 
one  cannot  be  penalized  for  the  benefit  of  the  others  without  all  suffer- 
ing. This  rule  is  ruthless  and  inexorable  in  its  operation,  regardless 
of  the  motive.  It  may  be  that  the  motive  is  to  reduce  employment, 
share  the  work,  relieve  the  burden  of  labor,  or  redistribute  wealth  from 
those  who  have  more  to  those  who  have  less.  One  cannot  mix  eco- 
nomics and  social  ethics  without  paying  a  penalty  which  economic  law 
will  extract. 
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A  well-known  economist  has  said :  "  This  fundamental  truth  that 
you  cannot  help  labor  by  reducing  production  is  the  basic  fact  in  this 
30-hour-week  matter.  If  the  average  work-week  in  normal  times  is 
44  hours,  then  the  national  dividend  is  simply  the  product  of  44  hours 
of  labor  applied  to  our  land  and  capital.  Cut  this  work-week  to  22 
hours  and  you  destroy  the  American  standard  of  living."  This  is 
because  there  is  a  net  reduction  in  the  product  to  be  distributed  to  all 
three  elements. 

After  all,  it  is  technological  progress,  so  often  decried  by  labor  as 
its  worst  enemy,  which  has  permitted  the  reduction  of  hours  of  labor 
in  the  past  and  will  continue  to  do  so  in  the  future  if  not  stifled.  To 
stifle  it  by  restrictions  will  cause  a  decrease  in  the  potential  national 
income  and  in  the  income  of  all  those  ^vho  share  it.  The  development 
of  new  machinery,  devices,  or  processes  acts  either  to  reduce  prices 
and  increase  the  real  wages  and  standard  of  living  or  to  maintain 
prices  at  the  existing  level  and  at  the  same  time  either  increase  the 
money  wage  and  income  to  capital  or  to  absorb  more  employees  instead 
of  raising  wages  of  those  already  employed.  But  labor  will  say  that 
each  machine  or  new  device  is  a  "  labor-saving  "  device,  that  it  is  a 
"  stretch-out  "  of  labor  to  the  limit  of  endurance,  and  that  each  new 
device  or  machine  results  in  reduction  of  employment,  demotion  of 
skilled  labor  to  lower  classifications,  and  lowers  the  weekly  wage  and 
standard  of  liviner. 

That  IS  exactly  what  happens  in  the  early  stages  when  the  machine 
or  device  is  introduced.  It  is  the  short-term  result,  especially  if 
adopted  in  a  period  of  declining  demand  or  of  deflation.  If,  on  the 
other  hand,  the  device  is  adopted  on  a  rising  tide  of  activitv  it  results 
in  an  immediate  increase  in  all  types  of  labor,  for  the  reduction  in 
cost  increases  demand  not  only  for  the  product  but  for  labor  to  make 
more  machinery.  The  lower  the  price  the  firreater  the  demand  for 
the  product  and  for  labor  to  produce  it.  the  same  is  true  of  tiie 
situation  when  prices  are  stable,  though  not  risin.<r.  Only  on  a 
declining  trend  does  the  new  machine  result  in  a  net  decrease  in 
labor,  and  then  only  until  the  price  level  stabilizes.  In  due  time 
normal  economic  forces  will  bring  their  results  to  increased 
employment. 

To  cut  hours  or  increase  wages  arbitrarily  by  edict  may  temporarily 
increase  employment  or  wages,  but  the  long  term  brings  a  reversal 
and  results  in  reduced  wages  and  employment,  for  the  additional 
costs  are  not  compensated  by  corresponding  increase  in  production. 
But  with  the  new  device,  wages  may  be  increased  or  hours  decreased, 
for  the  machine's  greater  efficiency  produces  an  increase  in  capital 
wealth  sufficient  to  permit  the  increase  in  labor  costs.  Otherwise  it 
would  not  have  been  adopted. 

RECENT  ECONOMIC  FALLACIES 

There  are  in  this  country  today  many  advocates  of  an  unsound 
economic  fallacy  to  the  effect  that  technological  developments  have 
speeded  us  from  an  era  of  scarcity  into  one  of  "  surplus  economy  " 
and  that  the  present  unemployment  is  "technological  unemploy- 
nient  ',  that  as  such  it  can  only  be  remedied  bv  artificial  restriction 
of  the  working  week.  They  steadfastly  refuse  to  face  the  real  causes 
which  are  varied  and  go  back  to  the  war  and  more  particularlv  by 
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suspension  of  gold  in  the  British  Empire  and  the  Sterling  area  in 
1931.  A  final  and  complete  answer  to  this  fallacy  has  been  furnished 
by  the  Brcxjkings  Institution  in  its  recent  publications  America's 
Capacity  to  Produce.  Apparently,  however,  the  unreasoning  advo- 
cates of  further  restrictions  of  the  work  week  completely  ignore  its 
masterly  explosion  of  this  school  of  thought.    The  institution  says : 

We  arrive  at  a  net  estimate  of  19  i)erceiit  as  the  amount  of  addtMi  produc- 
tion of  which  our  industrial  plant  was  technically  capable  under  conditions 
prevailing  in  1929.  Had  we  lx»en  able  to  oi)erate  at  l()(>-per(vnt  capacity  the 
income  per  i»erson  in  the  United  States  would  have  been  increased  bv'$i:r>. 
Even  if  the  total  product  of  the  Nation  were  equally  divided  anionj?  the  entire 
population,  the  average  family  income  would  have  fallen  short  of  requirements 
of  a  wholly  satisfactory  standard  of  living.  Certainly  our  findings  do  not  bear 
out  the  contention  of  those  who,  in  the  midst  of  the  present  dei)ression  say 
that  we  were  living  beyond  our  means — the  Nation  was  not. 

The  institution  continues: 

The  total  labor  force  available  in  1929  was  Just  sufficient  to  man  utilized 
plant  under  the  "  spread-the-work  "  policy  and  code  limitation,  both  of  which 
were  without  corresponding  increase  in  productivity. 

On  the  question  of  imposing  an  additional  limit  of  30  houi-s,  the 
Brookings  Institute  says  it  "  would  mean  a  total  reduction  of  hours 
for  wage  earners  of  40  percent  since  1929  ",  while  as  to  the  increased 
efficiency  of  production  of  wage  earners  through  technological 
methods  since  that  date,  it  says : 

the  average  increase  in  productivity,  as  a  whole  would  appear  to  be  less 
than  10  percent.  We  conclude  that  a  reduction  in  the  hours  of  work  would 
inevitably  mean  a  volume  of  wealth  production  substantially  below  the  levels 
obtaining  in  1929.  Rut  it  should  be  emphasized  again  that  what  this  country 
needs  is  not  less  proiluct,  but  more. 

PROGRESS  UNDER  N.   R.  ^. 

Admittedly  the  increase  of  wages  and  employment  since  1933  has 
not  been  the  success  expected,  either  from  the  point  of  view  of  capi- 
tal or  labor,  for  it  is  estimated  that  certainly  not  more  than  4,000,000 
men  have  been  put  back  to  work  out  of  14,000,000  unemployed  when 
the  codes  were  adopted.  The  miracle  is  that  the  policy  has  worked 
as  well  as  it  has,  for,  frankly,  it  was  based  upon  the  same  economic 
fallacy  that  wages  could  be  increased  artificially  and  hours  of  labor 
reduced  by  legislation  or  fiat,  without  a  corresponding  increase  in 
the  production  of  capital  goods.  Acute  emergency  justified  this  ac- 
tion for  a  temporary  period.  The  question  now  before  us  is  whether 
we  can  increase  the  burden  on  industry  without  destroying  our 
objectives. 

Whenever  this  is  done,  beyond  the  breaking  point,  the  inevitable 
result  has  been  and  will  always  be  a  decrease  in  reemployment  (which 
other  factors  would  have  in  due  course  made  effective),  a  decrease 
in  profits,  or  an  increase  in  losses,  a  decrease  in  governmental  reve- 
nues from  taxes,  an  increase  in  governmental  expenditures  for  relief 
of  both  capital  and  labor,  a  decrease  in  foreign  trade  through  de- 
cline in  both  exports  and  import>s  or  a  decline  in  exports  with  in- 
creasing comj>etition  of  foreign  production  with  domestic  labor 
which  accentuates  the  increase  in  cfomestic  unemployment,  increases 
in  tariff  to  exclude  the  products  of  labor  with  a  lower  wage  and  high 
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work-week,  which  in  turn  destroys  the  ability  of  the  debtor  nations 
to  pay  their  obligations;  all  of  which  will  in  time  through  action 
and  interaction,  result  in  wholesale  bankruptcy,  forced  liquidation 
of  all  types  of  stocks  and  materials,  unbearable  taxation  resulting 
f rom  grosslv  unbalanced  budgets,  a  deflationary  cycle  with  all  its 
spiraling  effects,  and  in  all  probability  currency  depreciation,  de- 
valuation, and  capital  levies  in  various  forms.     ' 

It  will,  undoubtedly,  be  still  argued  that  these  policies  of  reduc- 
tion of  hours  and  increases  in  wages,  and  so  forth,  under  the  N.  R.  A 
have  been  partially  successful  in  that  they   (1)   have  created  new 
industrial  employment,  though   not   up   to  expectations,    (2)    have 
raised  wages,  (3)  have  increased  industrial  pay  rolls,  have  raised 
prices  of  industrial  products,  (4)  have  raised  industrial  profits,  (5) 
have  increased  the  tux  revenue,  and  that  all  this  has  b^en  accom- 
plished without  the  disruption  of  our  economy  indicated  above,  for, 
they  will  say,  exports  have  increased,  imports  have  not  had  a  dis- 
rupting effect,  bankruptcies  have  been  slowed  up.    They  will  main- 
tain that  what  we  need  is  more  of  the  same  medicine,  especially 
shorter  hours   higher  wages,  more  men  employed,  and  the  cycle  of 
recovery  will  be  accelerated— that  the  30-hour  \veek  will  accomplish 
^ i?Tu -I    .P^^^^"^  ^^^^  provisions  have  failed  to  effect. 
1     u^  ii  ^\  i"d"stry  as  a  whole  since  early  in  1933  there  has  un- 
doubtedly been  an  increase  in  employment,  dollar  wages,  industrial 
pay  rolls,  and  a  drastic  reduction  in  hours  per  week,  it  would  be 
a  great  mistake  to  assume  that  (1)  these  gains  are  real,  (2)  these 
gains  are  lasting,  (3)  these  gains  are  due  to  the  increase  in  wages 
and  emp  oyment,  (4)  that  these  gains  are  the  result  of  these  policies 
and  would  not  have  been  accomplished  without  them. 

These  doubts,  raised  above,  must  be  cleared  up  before  an  intelligent 
analysis  of  the  impact  of  a  30-hour  week  in  industry  can  be  fully 
appreciated.  It  is  not  the  purpose  here  to  discredit  the  motives 
or  sincerity  of  those  who  advocated  these  principles.  Many  people 
clearly  saw  their  fallacies  but  accepted  them  on  the  einero^ncv 
theory,  hoping  that  the  short-term  effects  could  be  garnered  without 
suffering  the  longer  term  disasters;  others  advocated  them  blindly 
with  religious  fervor  which  was  the  result  of  wishful  and  emotional 
thinking  without  regard  to  the  realities  of  economic  law  which  can- 
not be  violated  without  paying  the  penalties  therefor.  Industrial 
leaders  accepted  them  with  conflicting  motives  and,  as  a  whole  have 
striven  sincerely  to  live  up  to  the  restrictions  in  spirit  and  in  letter 
while  others  less  fortunately  situated  comi^etitively  or  financially' 

hprni'?b  "^"^  ^  ?"^  TT''^  '^^'?^-'  ^"  ^P^^^'^  r^f"^^  compliance 
because  they  were  already  being  subjected  to  these  economic  laws 

and  paying  the  penalty.  As  time  goes  on  the  general  revulsion  of 
feeling,  both  from  labor  and  capital,  will  increase,  for  they  are  both 
beginmng  to  see  the  fatal  outcome  if  the  present  course^  is  main- 
tained, and  to  extend  the  principles  when  the  emergency  has  beo-un 
to^dissipate  Its  energy  would  bring  us  back  to  the^'acute  stages"  c)f 

Actually,  there  is  good  reason  to  believe  that  these  principles  „f 
since  1932.  ''         '  ""^""^"'^  ''^^^'''  ^^''^''  accelerated  reVovery 
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Studies  made  by  the  League  of  Nations  committeef;  and  other 
authorities  indicate  that  the  low  point  of  the  world-wide  depression 
(with  the  exception  of  the  five  gold-bloc  nations  of  Europe,  and 
China),  was  in  midsummer  of  1932.  Since  then,  especially  in  Eng- 
land, Canada,  Australia,  South  Africa,  India,  New  Zealand,  Japan, 
South  America,  and  Europe,  with  the  exception  of  the  gold -bloc 
countries,  there  has  been  a  substantial  improvement  in  most  lines 
of  activity,  equal  to  and  in  most  instances,  gi'eater  than  that  in  the 
TTnited  States.  For  instance,  English  and  Ausralian  industrial  ac- 
tivity is  higher  relatively,  than  here,  foreign  and  domestic  sales  are 
greater  relatively,  industrial  profits  are  higher,  reduction  in  vmem- 
ployment,  has  been  more  rapid,  tax  receipts  have  shown  greater  im- 
provement, relief  requirements  relatively  less,  budgets  balanced,  and 
(in  England)  taxes  reduced  since  July  of  1932.  British  industrial 
activities,  exports,  and  employment  in  1934  were  at  a  higher  rate 
than  any  year  since  1920  with  tlie  exception  of  the  single  year  of 
1926.  AH  this  has  been  effected  without  artificial  wage  increases^ 
reduction  in  hours  of  work,  drastic  price  increases,  limitation  of  pro- 
duction, and  so  forth.  A  detailed  discussion  is  not  in  order  liere^ 
but  our  purpose  is  to  indicate  that  economic  forces,  world-wide,  had 
become  operative,  which,  if  not  counteracted  by  conflicting  artificial 
forces,  might  have  resulted  in  greater  improvement  here. 

Again,  while  weekly  wages  and  industrial  pay  rolls  have  been  in- 
creased in  many  fields  of  activit}^  and  as  a  whole,  yet  in  numerous 
industries  the  wage  increase  and  pay-roll  increase  have  not  been  as 
high  as  the  increase  in  living  costs,  thereby  resulting  in  a  decrease 
in  the  real  wage.  Furthermore,  in  many  industrial  units  and  most 
likely  in  some  industries  the  net  result  has  been  to  actually  reduce 
the  number  of  employees  and  the  weekly  w^age  as  well  as  the  weekly 
pay  roll.  In  other  cases  there  has  lieen  a  serious  decline  in  the 
number  of  employees  and  weekly  pay  roll  of  certain  categories  of 
labor. 

This  has  been  true  in  some  industries  in  the  lowest  categories 
where  the  increase  in  the  minimum  wages  resulted  in  the  displace- 
ment of  subnormal  and  inefficient  labor  with  fewer,  more  intelli- 
gent, and  efficient  labor  at  a  net  saving  to  the  employer.  In  other 
cases,  the  increased  costs  of  production  forced  the  adoption  of  labor- 
saving  devices  and  machinery,  already  available  to  capital,  which 
was  awaiting  a  more  favorable  time  for  installation  and  use  or  newly 
developed  under  pressure  because  the  code  costs  could  not  be  passed 
on  to  the  consuming  public.  Capital's  only  alternative  to  suspen- 
sion of  operation  or  insolvency  was  in  many  instances  a  reduction  of 
costs  of  human  labor  by  more  efficient  machines  which,  through  de- 
creasing employment,  permitted  continued  operation  and  thereby 
prevented  increased  unemployment.  The  more  efficient  firms  al- 
ready using  such  devices  or  machinery  would  have  forced  the  less 
efficient  or  less  modernized  units  into  bankruptcy  otherwise.  This, 
of  course,  resulted  in  the  reduction  in  numbers  oi  skilled  workers  in 
many  fields.  These  displaced  workers  were  in  many  instances  forced 
by  circumstances  to  accept  lower  classification  of  their  labor  or  join 
the  ranks  of  the  unemployed. 


THIRTY-HOUR    WORK    WEEK 


187 


The  net  result  in  such  cases  was  a  decrease  in  employment  rather 
than  an  increase  over  prior  conditions,  but  an  increase  rather  than 
a  decrease  over  conditions  which  would  have  prevailed  had  these 
cost-saying  devices  not  been  adopted.  Naturally,  labor,  not  fully 
appreciating  the  underlying  causes,  felt  that  industry's  manage- 
ment was  "  chiseling."  Without  doubt,  also,  certain  inefficient  units, 
handicapped  by  old  machines,  without  capital  to  invest  in  more 
modern  tools,  or  in  some  cases,  for  selfish  motives,  carried  the  proc- 
ess to  an  unjustified  extent,  either  economically  or  socially,  and 
developed  the  so-called  "  stretch-out."  From  this  development  come 
the  complaints  of  labor  that  there  has  been  improper  classification 
of  skilled  categories  of  labor.  In  many  instances  the  complaint  may 
be  fully  justified,  but  in  most  cases  on  examination  management  will 
be  found  unjustly  accused.  This  shows  clearly  the  necessity  of  set- 
tlement of  charges  against  specific  units  by  investigation  of  each 
case  rather  than  a  l^lanket  reduction  of  hours  of  work  which  will 
be  disastrous  for  industry  in  general,  and  most  industries  if  applied 
individually,  as  will  be  demonstrated  later. 

EFFECTS   OF    N.    R.    A. 

In  October  1934  average  hourly  industrial  earnings  were  the  same 
as  in  October  1929,  but  average  hours  per  week  throughout  the  in- 
dustry had  decreased  from  49.3  hours  to  34  hours.  Average  weekly 
earnings  had  declined  311/2  percent.  This  decrease  was  offset  partly 
by  a  decline  of  19.9  percent  in  the  cost  of  living,  causing  real  weekly 
earnings  to  decrease  only  14.4  percent.  Taking  1923  as  a  base,  the 
real  average  weekly  earnings  for  all  industries  was  93.1  percent 
while  individual  industries  varied  from  138.4  percent  to  as  low  as 
58.5  percent,  according  to  the  National  Industrial  Conference 
Board.  (Hosiery  and  knit  goods,  iron  and  steel.)  This  clearly 
shows  that  labor  as  a  whole  has  suffered  rather  than  benefited  by 
increase  in  their  monetary  wages.  Likewise,  with  the  consumers 
as  a  whole,  cost  of  living  has  risen  131/^  percent  since  April  1933  to 
November  1934,  without  a  corresponding  increase  in  his  income. 

Meantime,  volume  of  total  industrial  physical  production, 
using  1923-25  as  a  base,  according  to  the  Federal  Reserve  Board 
shows  an  increase  from  65  in  March  1933  to  an  average  of  80 
throughout  1934,  and  74  in  November  1934,  according  to  the  Bureau 
of  Labor  Statistics. 

Likewise,  while  pay  rolls  subject  to  N.  R.  A.  rose  from  $1,680,000 
in  January  1933  to  $1,943,000  in  September  1934,  or  only  15.7  per- 
cent in  the  aggregate,  cost  of  living  rose  13^^,  leaving  a  net  gain 
of  only  2.2  percent  at  the  present  time. 

Again,  undoubtedly,  profits  have  increased  in  industry  in  the  ag- 
gregate and  in  many  individual  units,  but  it  is  not  true  of  all  indus- 
tries nor  of  all  units  of  any  one  industry.  The  increase  in  many 
cases  has  been  high  in  percentage,  but  this  is  due  to  the  small  low 
base  from  which  the  improvement  began.  The  profits  are  still  far 
away  from  normal,  and  in  the  thousands  of  units  there  has  been 
a  decrease  in  profits.  Finally,  where  there  has  been  improvement, 
it  is  not  so  much  due  to  wage  increases  (of  the  purchasing  power), 
as  to  other  factors  of  an  inflationary  nature,  such  as,  increase  in 
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'^^^'^rj:Arjilit^^^^^^^^^^  ^^^^t  have 

demand  for  new  S.ction  '  «^A^P  Tfu  "^  ^  '^^^^^  ""'^'•ease  in 
TV'onld  have  il  C  ZuS  »n'  '''•'°''  ^^'^^er  profits  which 
employment,  and  so  fortf^    ""    expansion    ,n    production, 

the^N*  rT"^'  •"'  '^^  ^^^  '""J"'"  <=«»^^««  »*  even  partial  success  of 

in  manv  lines  of  actTvi^tv  fo  tw!?^^''''''"  *he  J?"'''"""''^  <^«de  costs 
ting  the  increased  empYovment'  anS  doZ  P"^'"^'  ^^reby.  permit- 
some  time  and  to  some  eXt  withnnf  ?  ^  '^''^*'  *^  .continue  for 
ties  through  bankruSciefor  JIb!^."*f''''u'"^  suspension  of  activi- 
or  unbearable  lossefr;rf«;n-f"'Z  '^^""^  °*  ^^^^  "f  Profits 
profits.  thm.ffh  small  or  thronX  'V  ^'"'''^  "*  '*'"  remaining 
rtand  the  shofk  of  increased  co?for'i'""'^-"P*"l  ^"'•pJ"^*^  coul! 
those,  and  immediatelv  for  nfht       T""®  *""«,  but  eventually  for 

pass  ;„  the  co^to  tteWlLfaf^itaf  aTd  wi  r*"*:'-  *^^  ''^l"*^  *« 
is  to  benefit  from  further  «rhifrfX„'      •  ^*"  <"ont'nue  so  if  labor 

templated  by  pre.Snt  pronos^^^  "'""!l'^'  ^"*  ««  «''«  con- 

hours.  The  impart  ortW.JL^fl"*'''^*'*^  r^^  """^  reduced 
econouiy  will  bTd^cussed  liter  ^wl  proposals  on  our.  pi^sent 
argument  that  the  Tnc^aldcosis  ?„t  Z^  ^'^  concerned  with  the 
torte  consuming  p,blk  This  knifrn^lV"''''''*""^  P''^^^'^  «" 
or  with  reference  to  specific  inH.istrLT^i''^^  *!'  *  S^"*""«'  '"««« 

(see  the  PetroleuufiSrv  these  costs  coS^o";  h""^  ^"1"^*""^ 
the  consumer     The  re«i.lf  iio  k  •  j       ,  "°*  ^^  P^^^sed  on  to 

there  has  Ten  a  serious  VeVLo"*"  7"?^  "»<^eed.  In  some  units 
because  wh^e  prices  w^  S  even  /'^  ^''^''^^  ?"*'  production 
not  and  would  not  purcL^  its  n~^;  *^P"f  "'^  *'^  P"^''°  ^ould 
some  cases  i„  decrL^^'re'^^aoyL^nTZd^deTr'S  nSlsT^*^^'^ 

and  profits;  but  In  L%  S^cases  Sh'^ecTn'"'"'"^-  ^'"Pl^yn^ent 
not  forthcomino.  or  were  .onnLf-K  f  i  economies  m  costs  were 
rial  prices  In  TnY  e venf  nl  "'""f^'l  V  increased  raw  mate- 
preca^^ious  •sitJation^of'mS  Z^e.^X^A/'^^'l''' .'''  '^^'^ 
suspend  or  adopt  new  n.achinTr?  orTev kes  to  cut'^Lh  ^  ^T"'^-!" 
resulting  unemployment  if  fhoir  K„!^.i  •    *"*  ^^V°^  ^°^^^  ^ith 

Anotfer  effert  oFinabi  itfc^  huW?%'*'''  '''^^^^^d  at  this  time, 
increased  costs  is  wortirZnt  L^nl  f^k"  P"^'  ""  *°  "^^  consumer 
fully.perative  un^  a  aThorS^thJ't'oTaL  .^'  "'"  ^^  ""**^« 
gresMve  inc.-ease  in  cost  will  acce  e'ate  h"  procS  it^i^'t^*^'  f "" 
tioii  in  qnahtv  of  production      riiao^JT  process— it  is  the  reduc- 

on;  the  Lblic  in  JreX^ni  t  X  frS^I^  TZ7^''  '^^f ' 
The  puthc  pays  the  same  price  as  before  buWpt.!  T  "*  '^"^^•'^^• 
thereby  reducino:  the  standard  of  liS  the  life  of  thr^'^?^^'^^^^^ 
Jts  effective  economic  use      This  rll^ii^'-  •     ^^  *^^  article,  and 

of  the  lower  quality,  Yncre-ised  den^^^^^^        an  increased  production 
terials.  decreased  d4a,Tfoi     kfc  ^?^^  ^^^  »^a- 

Hiid  in  production  of  raw  naterfajin.]^^       ^•''*^'  ^'^  ^^^  processing 
labor  in  favor  of  coninioll^tT^^^.f^tli;!.^^^ 
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in  charges  of  unfair  classification  of  labor  which  will  be  displaced 
if  it  refuses  to  accept  the  lower  wage  rate.  But  while  here,  again, 
specific  cases  must  be  investigated,  most  often  it  will  be  found  that 
the  choice  is  forced  on  management — either  shut  down  and  decrease 
employment  and  profits  completely,  or  decrease  emplojnment  and 
labor  costs  to  some  extent  to  save  the  balance  of  employed  labor 
and  profits.  The  30-hour  week  would  merely  accentuate  this  tend- 
ency as  in  other  respects,  and  bring  nearer  the  time  of  suspension  of 
operations.  While  capital  may  be  legally  bound  or  voluntarily  de- 
sire to  respect  laws  or  fiats  compelling  the  payment  of  specific  wages 
for  specined  hours  of  work,  no  law  can  compel  capital  to  operate 
reffardless  or  profits  or  losses,  unless  we  nationalize  all  capital. 

Many  industries  have,  however,  at  least  to  some  extent  and  up  to 
January  1934  been  successful  in  passing  on  the  increased  costs  to  the 
consuming  public.  The  extent  to  which  this  has  been  possible  and 
the  length  of  time  it  could  be  done  has  varied  with  the  amount  of 
surplus  stocks,  the  flexibility  of  the  demand,  the  ratio  of  labor  costs 
and  total  costs,  and  so  forth,  in  each  industry.  But  the  most  im- 
portant factor  which  permitted  such  passing  on  of  costs  to  the  con- 
sumer wherever  it  could  be  done  was  not  within  the  control  of  the 
industry  or  of  individual  management  of  particular  units. 

In  all  probability  it  will  not  continue  to  be  operative  and  should 
not  be  in  any  event;  that  was  the  steady  and  drastic  price  rise 
through  our  entire  economy,  based  upon  the  inflationary  forces  of 
the  suspension  of  gold,  accentuated  more  recently  in  some  fields  by 
the  drought  of  1934.     The  inflationary  rise  began  in  1933— March— 
and  reached  its  peak  in  various  phases  of  our  economy  at  different 
times  due  to  well-known  economic  laws  which  operate  more  slowly 
m  some  fields  than  in  others.    It  reached  its  general  peak  in  whole- 
sale  prices  m  July  of  1933,  especially  in  raw  materials,  before  the 
codes  went  into  effect.     Since  then,  while  some  lines  continued  on 
upward  their  slow  readjustments  to  gold  suspension,  others  started 
a  decline  which  has  not  yet  ended,  but  today,  and  in  reality,  since 
January  1934,  when  devaluation  of  the  dollar  put  a  definite  ceiling 
on  the  rise,  there  has  been  a  slow,  steady  flattening  out  and  a  de- 
clining price  trend  m  many  lines  except  those  affected  by  the  drought 
But  even  in  the  drought  commodities,  in  spite  of  the  worst  disaster 
of  Its  kind  m  our  history,  the  price  rise  has  been  only  to  a  level 
considerable  below  the  peak  of  July  1933  under  inflationary  forces. 
1  he  ceiling  put  on  the  price  rise  by  devaluation  in  January  1934 
permitted— through  the  elimination,  at  least  for  the  time  being   of 
inflationary  factors  operating  through  the  fear  motif— other  normal 
economic  forces  to  work  out  their  immutable  effects.    Surplus  stocks 
increased  costs  without  a  corresponding  increase  in  capital  produc- 
tion, higher  prices  without  a  corresponding  increase  in  wages  or 
income  to  the  entire  public  began  to  result  in  competitive  pressure 
to  lower  prices.    This  movement  has  been  accentuated  in  those  fields 
where  the  code  provisions  bore  down  on  the  industry  or  particular 
units  therein  too  harshly,  with  the  result  that  code  compliance  was 
at  a  discount,  enforcement  was  difficult  or  impossible.    See   for  ex- 
ample, the  decline  m  gasoline  retail  price  in  1934  due  to  bootleg  pro- 
duction,  1  legal  prices,  and  other  similar  unfair  competitive  prac- 
tices on  the  part  of  certain  units.     But  fundamentally,  the  cause 
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of  noncompliance  was  the  inability  of  weaker  and  less  efficient  units 
to  pass  on  the  costs  or  absorb  them  out  ot  profits  or  surpluses. 

Therefore,  to  add  further  to  industry's  costs  of  production,  either 
in  labor  or  raw  materials,  will  result  in  an  increasing  pressure  to 
pass  on  the  costs  to  the  consumer,  reversal  of  the  trend  toward 
increasing  profits  in  some  cases  where  they  are  not  already  threat- 
ened by  the  price  trend,  a  rapid  conversion  of  smaU  profits  into 
larffe  losses,  and  in  all  cases  an  inordinate  premium  on  the  develop- 
ment of  labor-saving  devices  beyond  the  normal  rate,  and  the  use 
of  the  device  in  many  instances  quite  unfairly  in  the  struggle  to 
survive.  It  seems  clear  that  these  new  increased  costs  could  not  be 
passed  on  to  consumer.  We  can  no  longer  count  on  (and  should 
not,  if  we  could)  further  inflationary  forces  holding  the  price  urn- 
bre  la  for  increasing  costs.  Labor  traditionally  has  oppcxsed  infla- 
tion as  destructive  of  its  position  and  reahzes  fully  the  implications 
involved  therein.  A  30-hour  week  would  undoubtedly  temporarily 
increase  pay  rolls  and  employment,  but  increasing  costs  under  pres- 
ent  conditions  outlined  above  would  considerably  shorten  the  period 
of  the  temporary  increase  and  force  as  quickly  into  the  second  stage 
of  declining  profits,  increasing  losses,  decreasing  employment,  revi- 
val of  bankruptcies,  distressed  liquidation  in  all  fields,  and  a  second 

wave  of  deflation.  ,    ,       ,         j      i.    ^.u    ;i«^U« 

The  recent  expansion  in  foreign  trade  has  been  due  to  the  depre- 
ciation of  the  dollar  in  terms  of  foreign  exchange.  It  has  been  oper- 
ative primarily  in  those  fields  where  the  domestic  price  has  risen 
lesTra^pidly  than  the  decline  in  the  value  of  the  dollar.  Whether 
the  increase  can  be  held  will  depend  upon  the  price  trend  m  the 
future.  An  increase  in  prices  would  shortly  counteract  the  present 
advantage  of  the  undervalued  dollar  and  result  in  a  decline  of  exports 
and  a  tendency  for  imports  to  expand  at  the  expense  of  products 

produced  by  American  labor.  ,    .   r.^  ^     4^  Uo 

Already  the  cotton  textile  industry  has  lost  50  percent  of  its 
exports  with  a  resulting  shock  on  employment,  reduction  of  volume 
of  production,  which  will  increase  unit  costs  of  production  and  either 
stifle  consumption  and  further  reduce  employment  or  force  operat- 
ing companies  already  in  the  red,  or  close  it,  to  suspend  operations 

^^sTalso  in  the  steel  industry;  blast  furnaces  on  the  Atlantic  and 
Gulf  seaboards  have  been  shut  down  because  increased  costs  under 
N  R  A  have  made  American  manufacturers  noncompetitive  on 
foreign  markets  and  on  the  domestic  market  in  some  lines  with 
resulting  heavy  loss  in  employment. 

THE  30 -HOUR  WEEK 

But  what  would  be  the  more  specific  and  the  immediate  as  well 
as  the  long-term  effects  of  a  30-hour  week,  applied  either  generally 
to  all  industry  or  to  specific  industries?  ,  x  j    ^  •  i  r. 

Commenting  on  the  30-hour  week,  the  National  Industrial  Con- 
ference Board  study  says: 

How  far  these  increased  labor  costs  wonM  afff'ct  total  ci)sts  of  production 
would  depend  largely  on  the  part  that  labor  expense  plays  in  the  ««tput  of 
anv  given  industry.  When  much  labor  is  expended  on  comparatively  cheap' 
materials  the  increased  costs  would  be  considerable ;  when  little  labor  la 
expended  on  comparatively  costly  materials  the  increase  in  to^al  .production 
costs  might  be  negligible. 
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The  Board's  report  goes  on  to  say  : 


The  manufacturer  is  buyer  as  well  as  seller— with  a  universal  30-hour  week, 
he  would,  no  doubt,  pay  more  for  many  materials  and  supplies.  Thus,  the 
30-hour  week  will  find  its  reflection  in  various  items  of  increased  costs. 

Again  it  says : 

The  result  would  be: 

For  the  employed  worker,  reduced  hours,  increased  hourly  earnings,  sta- 
tionary money  income  per  week,  and  increased  cost  of  livin;?. 

For  the  manufacturer,  smaller  output  per  man-hour,  increased  labor  costs 
per  man-hour,  increased  material  costs,  and  a  larger  increase  in  labor  ci>sts 
per  unit  of  product. 

The  Board  assumes  that  the  same  number  of  man-hours  would  be 
employed  after  adoption  as  maintained  before  adoption  of  the  30- 
hour  week.  That  would  not  be  the  case.  At  this  stage  it  would  be 
well  to  show  the  practical  impact  of  such  a  regulation  on  industry. 

EFFECT  ON  EXPORTS 

If  the  increased  costs  could  be  passed  on  to  the  consumer,  it  would 
destroy  what  is  left  of  our  industrial  exports  which  have  contracted 
m  recent  years  to  approximately  30  percent  of  normal.  The  year 
1934  shows  an  encouraging  tendency  towards  expansion,  the  pres- 
ent indications  being  an  increase  of  300  percent  over  1933  in  dollar 
volume,  fostered  by  depreciation  of  the  dollar  in  terms  of  foreign 
currencies.  While  at  best  we  rarely  export  more  than  10  percent 
of  our  industrial  production,  there  are  various  fields,  employing 
substantial  numbers,  which  exports  from  15  to  60  of  their  total 
production.  Even  where  the  producer  is  exporting  only  5  to  10 
percent  of  his  total  production,  the  loss  of  the  volume  would  in  many 
cases  convert  his  narrow  margin  of  profit  into  a  loss  through  in- 
creased unit  costs,  and  result  in  the  liquidation  of  many  producers 
no^y  on  the  narrow  edge  of  insolvency  or  living  on  their  slowly 
dwindling  surplus.  In  any  event,  there  would  be  a  necessary  layoff 
of  labor  on  a  large  scale,  both  from  indirect  as  well  as  direct  causes. 

The  total  increase  in  costs  would  not  be  proportionate  in  the 
increase  in  labor  costs,  but  would  be  necessarily  pyramided  and 
increased  through  indirect  forces.  All  semimanufactured  articles 
bought  by  manufacturers  for  processing  would  rise,  followed  by 
the  increase  of  costs  of  labor  for  processing.  Then  if  the  30-hour 
per  week  were  applied  to  marketing  labor,  these  additional  costs 
would  be  added  to  the  increased  manufacturing  cost.  Commission 
men,  brokers,  and  middlemen  would  attempt  to  maintain  their 
traditional  and  necessary  percentage  of  sales  commission  or  profit, 
thereby  again  increasing  the  retail  cost  to  the  consumer. 

This  increase  in  costs  would  put  American  costs  so  far  out  of  line 
with  those  of  foreign  competitors  that  industrial  exports  would  be 
seriously  impaired.  The  loss  of  this  exported  volume  would  again 
increase  the  unit  cost  of  production  for  the  domestic  market  and 
so  result  in  a  retail  price  which  (in  all  articles  with  a  flexible  de- 
mand) would  inevitably  reduce  the  domestic  demand  because  of  the 
high  cost  to  an  irreducible  minimum.  Therefore,  the  loss  of  exports 
would  result  in  loss  of  profit,  increase  in  prices,  increase  in  unem- 
ployment, bankruptcies,  etc.,  out  of  all  proportion  to  the  amount 
of  industrial  production  involved  therein.  The  cotton  textile  field 
already  shows  50  percent  decline  in  exports.  Many  others  are  in 
the  same  vulnerable  position,  steel  especially. 
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EFFECT   OX   IMPORTS 

Not  only  would  there  be  a  loss  in  the  export  liehi,  but  these  in- 
creased costs  would  subject  our  domes-tic  producers  to  a  vicious  com- 
petition with  iin])orted  articles  produced  abroad  under  quite  inferior 
standards  of  wages  and  hours  of  work.  Again  the  steel  and  textile 
industries  report^  a  serious  threat  from  imports  on  a  large  scale 
Ihe  same  IS  probably  true  of  the  chemical  and  otiier  industries  in 
the  immediat^^  future.  This  increase  in  imports  on  a  large  scale 
would  cause  a  further  decrease  in  the  demand  for  the  products  of 
American  labor,  a  corresponding  increase  in  the  cost  of  the  reduced 
production  with  further  pyramiding  of  the  decrease  in  employment 
through  unprofitable  operations,  further  liquidations,  etc.,  with  the 
fieces.sary  lay-offs  and  reduction  in  consumer  buying  power 

larifFs,  already  too  high,  might  l)e  raised  to^  shut  off  these  low- 
cost  imports,  but  to  do  so  would  in  turn  tend  to  destroy  any  remain- 
ing export.s  with  loss  of  labor   (and  other  accompanying  effects) 
dependent  thereon.     Tariff  increases  would  further  impair  the  abil- 
ity  of  debtor  nations  to  pay  their  debts,  governmental  or  private, 
to  us  by  destroying  the  means  of  such  payments-i.  e.,  exports  to 
us  which  produce  tlie  dollar  exchange  necessary  to  transfer  the  pay 
ments  without  destruction  of  the  (febtor  nation's  currency.     Disre- 
garding entirely  the  war  debts  of  approximately  11  billions  of  dol- 
lars, there  still  remains  several  billions  of  private  debts  even  at 
present  market  values  which  most  foreign  nations  or  nationals  are 
conscientiously  trying  to  pay.     But  exports  to  the  United  States 
are  essential  to  these  debtor  nations  to  enable  them  to  transfer  funds 
jor  such  payments. 

THE  DOMESTIC  EFFECTS 

The  loss  of  the  industrial  exports  cannot  be  disassociated  from  the 
domestic  problems,  as  indicated  above.     This  loss  will  impact  upon 
and  accentuate  the  effects  on  our  domestic  economy.     However   the 
domestic  effects  can  be  outlined  in  general  and  are  not  encouragine 
Increased  costs  of  productions,  pyramided  as  indicated  abovefwill 
in  tlie  hrst  instance  result  in  a  retail  price  rise  in  industrial  products 
out  of  proportion  to  the  increase  in  the  industrial  pay  roD      This 
will  then  result  m  time  in  a  decrease  in  consumption,  for  the  bal- 
ance of  the  population,  not  sharing  in  the  direct  benefits,  who  will 
have,  on  the  contrary,  an  increase  in  the  cost  of  living  without  com- 
pensating increase  m  income.     There  wiU  be  a  serious  decrease  in 
their  real  wages  or  mcome,  impairing  purchasing  power  and  reduc- 
mg  consumption.     This  in  turn  will  decrease  pi^fits,  or  increa^ 
losses,  throw  thousands  of  producers  into  bankruptcy  or  reorgani- 
zation, decrease  rather  than  increase  employment  in  the  lonir  run 
Progressive  reductions  in  consumption  will  increase  the  unit  cost! 
thereby  increasin<r  the  strain  on  the  producer  to  lay  off  labor  or 
l'«T.T%^T'  ^^^^,^,^i"  in  time  cut  consumption  and  result  in 
!?^'u5^i  ^^i''''  f""  ^""^^^  suspension  of  operation  by  many  units.     Un- 
doubtedly, the  decrease  in  number  of  hours  per  man  will  result  in  a 
temporary  increase  in  the  number  of  employees,  but  not  necessarily 
proportionate  to  the  decrease  in  number  of  hours.    Efforts  wiU  be 
made  to  employ  the  proportionate  number  and  will  continue  so  lonsr 
as  there  is  a  possibdity  of  passing  on  to  the  consumer  the  increased 


cost,  but  soon  the  loss  of  export  outlet  and  decreased  consumption  on 
the  domestic  market  will  become  operative.  Profits  will  diminish  or 
disappear,  surplus  become  exhausted. 

Then  various  conflicting  measures  will  be  tried.  Already  the  cot- 
ton textile  field  shows  a  13  percent  decrease  in  domestic  consump- 
tion as  a  result  of  the  forces  outlined  above.  Some  will  continue  to 
raise  prices  as  consumption  falls,  thereby  increasing  unit  costs,  others 
will  begin  to  cut  prices  to  stimulate  demand ;  this  price  cutting  will  be 
adopted  first  by  the  more  efficient  and  lower  cost  producers — ^those 
who  have  already  modernized  their  equipment  or  have  the  capital 
to  do  so.  Over  a  period  of  time  technological  devices,  new  ma- 
chines, new  methods,  new  processes  will  be  developed  or  put  into 
operation  (where  they  have  been  held  in  suspense  awaiting  a  more 
suitable  occasion).  The  more  progressive  units  will  force  the  less 
progressive  or  undercapitalized  units  to  the  wall  through  price  re- 
ductions. Labor-saving  devices  will  be  the  crying  need  of  industry. 
These  devices  will  be  constantly  reducing  the  demand  for  human 
labor,  thereby  temporarily  increasing  rather  than  decreasing  unem- 
ployment. Then  other  units  threatened  with  receivership  wil  begin 
to  abuse  the  technological  development — will  go  beyond  the  justifi- 
able economic  use  of  these  devices  and  tend  to  increase  the  word-load 
of  the  decreasing  personnel  by  the  so-called  "  stretch-out "  method 
which  will  be  analyzed  later. 

Hence,  the  temporary  result  of  the  30-hour  week  will  be,  in  all 
probability,  an  increase  in  the  number  of  men  employed.  Those  pre- 
viously employed  will  retain  their  present  weekly  dollar  wage  with 
more  leisure  irom  the  reduction  of  hours,  but  their  real  wage  will 
soon  be  impaired  by  a  raise  in  the  cost  of  living  out  of  proportion 
to  the  reduction  in  hours  of  work.  More  men  will  be  employed 
temporarily  to  maintain  the  previous  number  of  man-hours  in  indus- 
try. These  new  employees  will  temporarily  be  taken  off  the  relief 
rolls  and  other  Government  projects,  but  in  time,  sooner  rather  than 
later,  the  situation  will  be  reversed,  with  the  ultimate  result  that 
fewer  men  will  be  employed,  more  will  be  on  the  relief  rolls  than 
before,  many  units  will  suspend,  and  operations  will  be  concentrated 
more  and  more  in  the  larger,  more  powerful  producers,  who,  when 
the  costs  have  been  reduced  to  an  economic  level,  will  resume  pro- 
duction with  expanding  consumption,  but  with  lower  personnel  than 
previously  required  for  the  same  production. 

Then  economic  laws  will  slowly  begin  to  operate — low  prices  will 
expand  demand  over  previous  levels,  and  reemployment  will  im- 
prove and  eventually  absorb  the  existing  supply  of  labor.  But  this 
must  be  done  by  reduction  of  costs  through  technological  devices, 
not  through  arbitrary  or  artificial  increase  of  costs  or  prices  through 
legislation  or  administrative  fiat.  Technological  progress,  fairly 
adopted,  i.  e.,  economically  and  socially,  first  means  reduced  employ- 
ment, but  with  lowering  of  costs  and  price,  will,  if  permitted  to 
operate  freely,  bring  about  increased  demand,  increased  employ- 
ment, increased  profits,  and  then  increase  in  wages  which  are  real  and 
not  deceptive  increases.  The  national  standard  of  living  is  thereby 
raised  instead  of  lowered;  exports  expand,  accentuating  the  spiral 
of  recovery  in  the  domestic  market;  profits  permit  more  research 
which  points  the  way  to  further  reduction  in  costs  and  so,  in  turn 
and  in  time,  to  further  increase  in  the  standard  of  living.    As  ex- 
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ports  expand,  imports  likewise  expand,  thereby  permitting  debtor 
nations  to  pay  their  debts  in  the  only  possible  ways.  Lower  prices 
slowly  increase  rather  than  decrease  the  world  standard  of  living. 

Artificial  or  legislative  wage  increases,  if  continued  too  long  or 
too  extensively,  however,  have  the  reverse  effect  to  temporarily  in- 
creasing employment,  decreasing  the  real  wages,  stifling  consumption, 
and  then  reducing  employment,  bankrupting  weaker  units,  increas- 
ing the  Government's  burden  of  relief,  increasing  taxes  just  at  the 
time  industry's  profits  have  been  impaired,  drastically  cut,  or  wiped 
out.  Then  if  the  taxes  are  not  productive,  currency  inflation,  devalu- 
ation, or  capital  levies  become  realities. 

The  Brookings  Institute  says: 

It  should  be  clear  *  ♦  *  that  a  80-hour  week  would  involve  a  simul- 
taneous increase  in  wage  rales  and  a  decrease  in  productive  efficiency.  The 
volume  output  would  be  declining  at  the  same  time  that  the  pavmont  of  wages 
was  increasing:.  This  would  result  in  either  bankrupting  business  or  in  a 
rise  in  prices  more  rapid  than  expansion  in  pay  rolls.  If  the  former  alterna- 
tive resulted,  we  obviously  would  not  have  recovery,  but  rather  intensified 
depression.  In  the  latter  alternative  the  rapid  advance  in  prices  would  nullify 
the  increased  money  wages. 

At  this  point  the  Brookings  Institute  conclusions  differ  from  my 
own.    It  says: 

A  study  which  the  institution  has  made  of  the  effects  of  wage  increases  upon 
prices  since  the  establishment  of  the  codes  shows  that  the  prices  of  manufac- 
tured commodities  and  the  wage  rates  of  the  labor  engaged  in  the  production 
anfl  distribution  of  these  commodities  had  roughly  an  equivalent  increase. 
Whether  or  not  one  thinks  so  extensive  a  rise  in  prices  was  warranted,  it  is 
none  the  less  a  fact ;  and  it  is  a  fact  which  has  led  to  a  material  shift  in  point 
of  view  on  part  of  the  administration  itself  as  to  the  practicability  of  the 
policies  that  have  been  pursued. 

It  then  proceeds: 

In  light  of  this  experience,  it  would  seem  reasonable  to  believe  that  a  further 
drastic  curtailment  of  the  working  week  would  be  followed  by  a  commensurate 
increase  in  prices — that  might  well  be  more  pronounced  than  under  National 
Recovery  Administration  codes. 

Here  I  would  differ,  believing,  as  said  above,  that  the  price  rise, 
where  effective,  was  the  result  of  suspension  of  gold,  which  force  has 
been  brought  under  control  by  devaluation,  thereby  putting  a  limit 
to  the  rise  unless  inflationary  forces  take  hold.  If  I  am  right,  the 
alternative  forecast  of  the  Brookings  Institute,  just  quoted,  would 
become  immediately  operative. 

Though  capital  and  labor  both  are  drastically  i^enalized  under  the 
situation  outlined,  the  consuming  public  is  aW caught  in  the  operat- 
ing forces. 

Those  not  engaged  in  industry  receive  no  increase  in  leisure 
through  the  reduction  of  hours — price  increase  in  the  first  stage 
without  any  compensating  advantage.  Real  wages  or  incomes  are 
cut  by  the  rise  in  cost  of  living.  A  greater  proportion  of  their 
income  goes  to  buy  industrial  products  than  before — they  either  must 
reduce  their  purchases  of  such  products  or  of  products  other  than 
industrial.  Consequently  not  only  is  there  a  reduction  in  consump- 
tion of  industrial  but  also  of  agricultural  products  and  other  articles 
of  commerce  and  services,  amusements.  Consequently  there  is  a  pres- 
sure on  the  producers  of  these  services  and  products  to  reduce  costs, 
lay  off  people,  or  increase  prices  to  overcome  increase  in  unit  costs, 
which   in  time  will  most  surel}^  result  in  a   furtlfer  reduction  oi 
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employment  in  these  fields,  with  the  spiraling  effects  outlined  above. 
At  this  stage  the  consumer  begins  to  feel  the  full  effects  of  a  defla- 
tionary period  with  its  accompanying  losses. 

EFFECT  ON  AGRICULTURE 

Furthermore,  the  proposal  of  a  30-hour  week  is  contrary  to  the 
declared  purpose  or  the  administration's  agricultural  program, 
which  has  for  2  years  been  struggling  through  crop  restrictions, 
subsidies,  price-pegging,  processing  taxes,  price  guaranties,  loans, 
and  so  forth,  to  readjust  the  disparity  between  the  levels  of  agri- 
culture and  industrial  prices.  A  great  deal  has  already  been  done 
to  raise  the  agricultural  income  to  within  striking  distance  of  par- 
ity but  at  the  expense  of  our  foreign  outlet. 

The  success  of  the  agricultural  program  was  seriously  threatened 
by  the  price-raising  features  of  N.  R.  A.  For  some  time  industrial 
prices  rose  faster  than  agricultural  prices,  and  only  the  suspension  of 
these  price-raising  activities,  along  with  the  drought,  has  made  the 
agricultural  program  at  all  successful.  Secretary  Wallace  has  just 
recently  stated  that  the  balance  of  the  readjustment  must  come,  not 
through  further  increases  in  agricultural  prices  through  limitation 
of  production,  and  so  forth — which  would  destroy  the  remaining 
agricultural  foreign  outlet — but  through  the  reduction  of  industrial 
prices  to  the  parity  level  with  agriculture.  Then  there  could  be  a 
progressive  lowering  or  raising  of  both,  dependent  upon  world  prices 
and  conditions.  Secretary  Wallace  stated  that  industry  must  extend 
its  gains  in  production  roughly  50  percent  to  absorb  this  disparity 
through  lower  costs  per  unit.  This  would  tend  not  only  to  solve 
the  unemployment  problem  but  also  eliminate  the  necessity  for  re- 
striction of  agricultrual  production.  However,  the  30-hour  week 
would,  if  successful,  result  in  higher,  not  lower,  industrial  prices  and 
an  increase,  not  a  decrease,  in  the  disparity  between  the  two  price 
levels,  if  the  increased  costs  could  be  passed  on  to  the  consuming 
public;  and  if  not,  in  decreasing  rather  than  an  increasing  employ- 
ment, with  resulting  loss  to  farmers. 

Sufficient  argument  has  been  presented  to  show  the  damaging  ef- 
fect of  the  uniform  30-hour  week  and  to  indicate  the  necessity  for 
study  of  the  particular  industry  before  applying  it  there. 

EFFEOr  ON   SPECIFIC  INDUSTRIES 

Finally,  but  briefly,  the  30-hour  week  may  have  some  justification 
in  certain  industries  which  are  seasonal  in  their  operations  or  where 
a  small  amount  of  labor  is  expended  on  a  relatively  costly  raw  ma- 
terial or  where  the  industry  as  a  whole  is  highly  mechanized.  As  a 
matter  of  greater  efficiency  in  staggering  pr Auction  throughout  the 
year  rather  than  concentrating  it  largely  in  a  few  months,  a  great 
deal  can  be  said  for  it  both  from  the  point  of  view  of  employer  and 
employee.  But  this  should  be  determined  in  each  industry,  and 
then  only  after  careful  analysis  of  the  causes  of  the  seasonal  con- 
centration. It  may  be  due  to  seasonal  raw-material  supplies,  lack 
of  adequate  capital,  or  improper  management.  After  analysis,  spe- 
cific industries  may  be  found  where  the  30-hour  week  is  feasible,  but 
even  here  careful  consideration  would  have  to  be  given  to  the  posi- 
tion of  other  industries  operating  in  the  same  territories  which  would 
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be    adversely    affected    in    competitive    bargaining    for    and    with 
labor. 

What  is  true  of  the  30-hour  week  universallj^  is  also  true  if  ap- 
plied to  a  particular  industry.    If  you  single  out  one  particular  field 
and  lower  hours  or  increase  wages  arbitrarily,  without  justification, 
you  threaten  that  industry  and  it«  employees  with  ruin.     But  at 
once  you  force  that  in<lustry  into  such  acute  panic— it  is  faced  with 
a  shut-down  or  reduction  in  costs.     It  may  cut  employment  at  once 
and  progressively,  or  it  may  plunge  heavily  into  new  machinery,  de- 
vices, and  processes  in  a  frantic  effort  to  cut  labor  costs  without  cut- 
ting wages  and  increasing  hours,  which  it  is  now  forbidden  to  do 
by  Government  fiat.    The  result  is  a  more  rapid  development  of 
technological  devices;  a  drastic  lay-off  of  labor  without  a  cut  in 
production;  and,  regardless  -whether  the  new  technological  proc- 
esses or  machine^s  are  fairly  and  economically  used,  the  workers  feel 
that  they  have  been  unjustly  treated,  strikes  develop,  and  the  ma- 
ft,i^f  J?**^"™®^  I^*'^.  greatest  enemy,  when,  in  fact,  if  permitted  to 
function  normally,  it  will  prove  itself  to  be  a  real  benefactor  of  labor. 

THE  "  STRETCH-OUT  " 

This  brings  us  to  the  "  stretch-out ",  which  is  a  very  confusing  and 
oosely  used  term  and  must  be  carefully  defined  before  comment     It 

s  iritneTt^f  %'""','?  t^^^n^'^Sic'il  progress  of  all  kinds.  Labor 
^  inclined  to  classify  all  such  processes,  new  machines,  devices  or 
methods  of  operation  as  "stretch-out"  measures.  ConsequenTly  i[ 
has  acquired  so  strong  a  connotation  of  unfairness  that  its  general 
use  is  unwise  unless  one  refers  to  the  process  of  using  these  devices 
of  technological  progress  for  the  purpose  of  actually  sweating  labor 
or,  m  other  words  extend  ng  the  work-load  of  a  jo6  to  the  point  of 
utter  exhaustion  of  the  laborer  so  tliat  his  health  and  efficienev  are 

lations  at  Yale  University  is  extremely  pertinent  to  the  question 
whether  mdustry  could  stand  the  shock  of  the  30-hour  week  in  the 
event  prices  could  not  be  made  to  absorb  the  increased  ciits  both 
direct  and  indirect.  Prof.  E.  D.  Smith  has  for  some  vears  been 
studying  technological  developments  in  the  textile  industry  with 
particular  reference  to  the  real  as  well  as  the  so-called  "  stretch-out  " 
This  study  covered  many  operating  mills  during  the  past  4  years  In 
Lessons  of  the  Stretch-out,  Professor  Smith  says :  ^ 

^fjxT  if f'*""  *''^  "^"^  automatic  technic  had  been  deyise<l  an<l  deinonstratHl 
rarely  did  aii.v  concern  undertake  the  change  until  whioDed  To  iThv  h.  ^.l  ' 

fn'^'^^'^onrJ?'  "«*««'"««•    The  price  of  thls^deia.v  wis  hS^  'Uead  o^m^. 
mg  at  one  time  each  minor  develoument    »    •    •    »n/i  ^hL,^  *7.ii„    i       ,T . 
another,   the   whole  comple.x   of   cl"    In    condition^    me  hods  Tnd    worJ 

ulg  scientific  me'anrto  top^o^e  met;ods'''theTpoS'uui?v'foVf  T**"""^ 
perienee  in  short,  ea«y  Ie«son^B  and  "tTnmlT  ift  ex^^Xas  lost  '""^  *'" 
th^^fnfi.T'""^  ""-^  "'^  '"'^  "^"t  «'  U'e  "">«  when  iSsrs^ltch-^uts  were  made 
n'o^  J^^P^S^e'n^.rr-^ruttn'^Sedl^fvt'Sr  S'e  r£P"^  T 
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Of  even  more  serious  consequence,  however,  was  the  fact  that  the  typical  mill 
at  the  time  it  made  the  change  had  its  back  so  closely  against  the  wall  that 
there  was  rarely  adequate  cash  or  credit  to  finance  scientific  study  and  prepara- 
tion. Often  there  was  not  time.  With  losses  staring  them  in  the  face,  what 
the  directors  demanded  above  all  was  quick  economies.  On  a  sinking  ship 
there  is  little  concern  with  long-range  plans.  ♦  *  *  Failure  to  carry  scien- 
tific development  forward  until  driven  to  it  by  the  lash  of  necessity  thus  greatly 
multiplied  the  seriousness  of  the  human  consequences  of  the  technological 
change.     *     *     ♦ 

In  spite  of  these  diflBculties,  many  mills,  through  skilled  management,  ac- 
complished the  change  with  economic  advantage  and  with  almost  complete 
absence  of  social  harm.  When  one  compares  the  work  of  these  mills  with 
thope  where  the  results  were  less  favorable,  one  cannot  but  be  struck  by  the 
extent  to  which  social  and  company  results  went  hand  in  hand,  and  also  by  the 
extent  to  which  results  were  either  favorable  or  unfavorable  throughout. 

Industry  in  general  has  not,  so  far  as  it  appears,  been  charged 
with  sweating  of  labor  by  a  real  "  stretch-out "  of  the  work  load. 
But  the  remedy,  if  such  a  charge  were  justified,  would  not  be  a  gen- 
eral blanket  reduction  in  hours,  but  a  study  of  each  particular  case 
on  its  merits,  and  action  against  the  offender  specifically  before  the 
proper  tribunal  or  through  collective  bargaining.  This  was  the 
great  lesson  learned  from  the  textile  strike  in  September.  The 
President's  committee  realized  that  it  could  not  penalize  the  inno- 
cent with  the  guilty,  and  set  up  a  special  board  to  study  specific 
cases,  meantime  ordering  the  industry  to  maintain  the  then  existing 
work-load  without  increase  until  the  situation  could  be  studied 
specifically  in  each  case. 

But  the  great  lessons  learned  were — 

1.  That  technological  progress  cannot  be  held  back  arbitrarily 
without  terrible  penalties — that  steady,  continuous  scientific  progress 
is  necessary  for  efficiency  and  to  prevent  too  great  a  shock  at  any 
time. 

2.  That  capital,  even  where  the  devices  are  available,  seldom  uses 
them  until  its  back  is  to  the  wall.  It  is  a  question  of  shut-down  and 
total  unemployment  or  adopt  cost-saving  devices  and  save  the  bulk 
of  the  labor  from  unemployment,  and  set  forces  in  operation  to  ab- 
sorb the  balance  in  time — meantime  making  possible  a  lower  price 
and  increased  standard  of  living  in  the  long  run. 

2.  That  where  the  management  was  efficient  the  social  and  com- 
pany results  of  the  adoption  of  such  devices  were  beneficial  and  that 
proper  management  accomplished  the  change  without  serious  dis- 
ruption in  labor's  conditions  and  in  labor  relations,  showing  again 
that  the  question  of  the  stretch-out,  like  too  many  similar  issues,  is 
not  the  problem  of  the  industry,  as  a  whole,  but  of  the  company  and 
its  employees  through  collective  bargaining. 

FALLACIOUS  ARGUMENTS  FOR  30-HOUR  WEEK 

Before  leaving  the  30-hour  week,  certain  other  fallacies  used  by 
its  proponents  should  be  analyzed  and  discarded  as  thoroughly  un- 
sound and  utterly  destructive,  in  some  cases,  of  the  very  objectives 
desired  from  the  30-hour  week. 

1.  It  would  not  solve  the  problem  of  unemployment.  As  shown 
above,  it  would  either  greatly  intensify  the  depression  immediately, 
creating  more  rather  than  less  unemployment,  less  rather  than  more 
wages,  or  it  would  greatly  reduce  the  real  wage  in  the  first  stage 
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With  a  subsequent  intensification  of  the  depression.  The  unemploy- 
ment  problem  must  be  treated  temporarily  as  a  social  matter  with  all 
necessary  relief  funds  and  public- works  programs  made  available 
until  such  time  as  real  consumer  demand,  stimulated  by  reduced 
stocks  and  higher  real  wages,  becomes  operative  or  productive  effi- 
ciency  is  increased. 

2.  It  would  not  stabilize  employment,  but  have  in  all  probability 
the  reverse  eiiect.  ^ 


3.  The  unemployment  of  today  is  not  technological.    As  shown  by 
kings   Institute,   America's   capacity   to   produce   has   not 


the   Brooking: 
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even  in  the  peak  of  1929  been  exhausted,  and  had  the  capacity  point 
been  reached  there  would  have  been  a  potential  shortage  of  labor 
for  further  expansion. 

4.  Its  effect  on  the  farmer  would  be  quite  adverse.  The  argument 
has  been  made  bv  labor  advocates  that  farm  products  have  risen  since 
February  1933  from  $1  to  $1.84  in  October  1934  (under  the  acrricul- 
tural  program  of  the  administration  and  the  influence  of  the 
drought)  while  industrial  prices  during  the  same  time  had  risen  onlv 
irom  JM  to  J>1.24.  The  figures  are  correct,  but  are  not  candid.  Thev 
fail  to  disclose  that  on  November  1934  farm  products,  accordino-  to 
wholesale  price  index  of  the  Bureau  of  Labor  Statistics,  taking  f926 
as  a  base,  were  at  70.8  percent  of  the  1926  level  while  manufactured 
products  were  at  79  percent  of  such  level,  in  spite  of  the  more  rapid 
recent  rise  of  farm  products.  The  disparity  is  still  broad  and  with 
the  new  crops  will  broaden  greatly  as  the  influence  of  the  drouo-ht 
IS  dissipated.  The  30-hour  week  in  industry  would  either  increase 
the  disparity  or  through  deepening  the  depression  curtail  the  farm- 
ers  market  to  industrial  wage  earners. 

5.  The  effect  on  the  consumer,  whether  he  be  a  wage  earner  whose 
present  wage  will  not  be  increased,  or  engaged  in  other  fields  than 
industry  will  be  either  a  decrease  in  real  wage  and  income  or  an  in- 
tensification of  the  depression  with  all  its  spiraling  implications. 

1  r*  ^£f en,  m  his  pamphlet  on  the  30-hour  week,  cites  fijrures  pre- 
pared by  Dr.  F.  C.  Mills  showinc:  that  between  1919  and  1929  the 
incre^ase  m  labor  efficiency  was  49  percent.  He  then,  by  takino^ 
sdected  industries,  claims  an  increase  of  22  to  25  percent  in  labo? 
efficiency  since  1929,  and  deducts  that  the  national  production  of 
19*53  could  have  been  produced  by  a  30-hour  week. 

The  Brookings  Institution  states  that  the  average  increase  in  effi- 
ciency IS  hardly  m  excess  of  10  percent— that  the  increase  has  been 
due  to  temporary  causes  which  are  not  likely  to  continue  when  nor- 
mal conditions  revive,  namely,  the  fact  that  only  the  most  efficient 
workmen  are  now  employed,  and  those  employed  operate  more  effi- 
ciently under  the  fear  of  losing  their  jobs. 

Dr.  Moulton  disagrees  with  Mr.  Green,  but  Dr.  Mills  agrees  with 

Senator  Neely.  With  which  of  the  gentlemen  do  you  agree » 
Mr.  Saxon.  I  have  not  made  an  intensive  study  of  that.  I  am 
more  inclined  to  believe  that  Dr.  Mills  has  studied  mostly  special  in- 
dustries, and  that  Dr.  Moulton  took  the  whole  situation  rather  than 
specialized  industries.  I  am  more  inclined  to  favor  the  Brookin<rs 
Institution  figures.  But  we  don't  need  to  go  into  that  argument.  We 
can  grant  the  argument  and  see  what  happens. 
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But  even  if  you  grant  that  the  increase  in  efficiency  is  25  percent 
since  1929,  if  we  should  adopt  the  30-hour  week,  we  would  per- 
manentlv  freeze  national  production  at  the  level  of  1933  or  1934  until 
the  slack  has  been  taken  up  and  increased  productivity  through 
technological  progress  is  developed.  This  would  mean  freezing  our 
present  situation  in  all  its  aspects  for  some  years  to  come.  The  adop- 
tion of  the  30-hour  week  would  mean  a  decrease  in  hours  of  work  of 
40  percent  since  1929,  while  the  estimated  average  increase  in  labor 
efficiency  is  only  10  percent  thus  resulting  in  a  net  decrease  in  terms 
of  1929  production  of  30  percent. 

7.  On  page  20  of  Mr.  William  Green's  pamphlet  on  the  30-hour 
week,  it  is  stated  that  from  1929  to  1932  there  was  a  decline  of  40 
percent  in  the  total  national  income  and  that  in  this  general  decline 
wage  earners  suffered  a  loss  of  60  percent  of  their  income,  while 
property  income  declined  only  30  percent,  and  incomes  of  individual 
business  enterprisers  decreased  40  percent.  "  Thus  ",  Mr.  Green  says, 
"  the  incomes  of  wage  earners,  meager  as  they  were,  suffered  twice 
as  much  from  the  depression  as  did  property  incomes,  and  one  and 
one-half  times  as  much  as  entrepreneurial  incomes." 

In  Mr.  Green's  book  it  is  stated  that  the  figures  on  which  these  per- 
centages are  based  were  taken  from  the  Senate  Document  124,  con- 
taining an  analysis  of  the  national  income  produced  and  paid  out 
from  1929  to  1932,  prepared  and  published  by  the  United  States  De- 
partment of  Commerce.  On  the  basis  of  a  most  meticulous  exami- 
nation of  this  document  it  is  impossible  to  find  in  it  any  evidence  to 
support  the  statements  made  by  Mr.  Green  in  his  pamphlet.  The 
only  accurate  percentage  given  by  Mr.  Green  is  that  showing  the 
decline  in  the  total  national  income  paid  out.  All  other  percentages 
showing  the  share  of  the  various  economic  groups  in  the  national 
income  are  incorrect.    The  actual  figures  are  as  follows : 

From  1929  to  1932  labor  income  declined  40.3  percent,  from 
52.8  billion  dollars  to  31.5  billion  dollars. 

During  the  same  period  income  paid  out  to  individual  business 
enterprises,  including  farmers,  declined  44.7  percent,  from  11.6  billion 
dollars  to  6.4  billion  dollars. 

Income  from  interest  declined  only  5  percent,  from  5.5  billion 
dollars  to  5.3  billion  dollars. 

Income  from  dividends,  on  the  other  hand,  declined  64  percent 
from  5.9  billion  dollars  to  2.1  billion  dollars. 

The  income  of  farmers  declined  45.6  percent,  from  4.5  billion 
dollars  to  2.5  billion  dollars. 

In  1929  labor  income  amounted  to  64  percent  of  the  national  income 
paid  out,  while  36  percent  went  to  about  9,000,000  persons  in  busi- 
ness for  themselves,  including  farmers,  and  to  recipients  of  interest 
and  dividends.  In  1932  total  labor  income  was  63.4  percent  of  the 
total  national  income,  the  proportion  having  remained  practically 
unchanged  during  the  business  depression. 

The  share  of  stockholders  in  the  national  income  declined  from 
7.2  percent  in  1929  to  5.6  percent  in  1932  and  to  4.5  percent  in  1933. 
The  share  of  bondholders,  on  the  other  hand,  increased  from  6.7 
percent  to  10.7  percent  in  1932  and  to  11.1  percent  in  1933.  The  pro- 
portion going  to  persons  who  are  in  business  for  themselves  remained 
practically  unchanged  throughout  the  business  depression  at  about 
22  percent  of  the  total. 
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WagQ  earners,  salaried  employees,  and  the  9,000,000  persons  in 
business  for  themselves,  including  five  and  a  half  million  farmers, 
received  86  percent  of  the  total  national  income  paid  out  in  1929. 
In  1932  their  share  was  84  percent. 

There  is  certainly  not  evidence  in  these  Government  statistics  that 
a  preponderant  or  increasing  proportion  of  the  national  income  is 
going  to  stockholders  in  the  form  of  dividends  and  to  bondholders 
m  the  form  of  interest. 

xu^".?*^^^^  ^^  *?  ^"^  ^^  ^'^  pamphlet,  Mr.  Green  makes  the  point 
that  the  proportion  that  the  worker  in  manufacturing  industries 
receives  of  the  total  value  of  the  product  has  declined  sharply  from 
184y  to  1933.     He  bases  his  statement  on  the  census  of  manufac- 
turers.   I  have  not  had  the  time  to  analyze  the  statistics  used  by  Mr 
Crreen    but  on  the  basis  of  a  report  just  prepared  by  the  National* 
Industrial  Conference  Board,  showing  the  distribution  of  manufac- 
turers  receipts   derived  from  the  sale  of  their  products,  it  is  clear 
that  Mr  Green  s  contention  is  wholly  unwarranted.    In  this  connec- 
tion I  should  first  like  to  reach  a  definite  understanding  of  what  we 
mean  by  "  profits."    Profits  are  dividends  paid  to  stockholders  and  sur- 
plus.     In  1919  dividends  and  surplus  were  4.8  percent  of  total  receipts 
derived  from  the  sale  of  products  by  all  manufacturing  corporations 
in  the  United  States.    In  1921  there  was  no  profit  at  all,  but  a  deficit 
of  4.5  percent.     In  1929,  the  most  profitable  post-war  year    divi- 
dends were   4  percent   of   total   receipts;   surplus   was  'l   percent, 
giving  a  total  profit  of  5  percent  of  total  receipts.    Since  1929,  busi- 
ness  has  had  losses.  ' 

The  share  of  wages  and  salaries,  that  is  direct  labor  cost,  was 

Jo^o^r^"*  '"^  ^.^^^*  ^^'^  V^^^^^t  in  1^9;  33.5  percent  in  1929: 
and  38.4  percent  m  1933.  ' 

^cJo^ol^'f  ""^  raw  materials  was  37.5  percent  of  total  receipts  in 
in  19b        ^^  '"^  '  ^^'^  ^^''"'^''^  '"^  ^^^^'  ^'''^  ^^-^  P^''^^"^ 

At  no  time  from  1919  to  1929  did  interest  payment  absorb  as 
much  as  2  percent  of  total  receipts 

In  his  pamphlet  Mr.  Green  calls  attention  to  the  enormous  in- 
crease m  the  share  going  to  profits  and  overhead,  but  does  not  indi- 
cate what  he  means  either  by  profits  or  by  overhead.  The  inference 
from  his  statement  is  that  he  assumed  that  all  overhead  char^res  are 
made  at  the  expense  of  labor  and  that  excessive  overhead  co^ts  are 
to  a  very  large  extent  responsible  for  failure  of  labor  to  secure  a 
proper  share  of  the  national  income. 

Accoimtants  and  economists  have  not  yet  agreed  on  the  question 
of  what  constitutes  overhead  costs.  Should  interest  on  investment 
and  working  capital  be  counted  as  overhead  cost,  how  should  sal- 
aries be  classified?  Regardless  of  what  preci.se  definition  of  over- 
head cost  IS  given,  one  thing  is  perfectly  clear,  that  is,  that  over- 
head costs  include  a  large  element  of  labor  costs  in  them  For 
example  rent,  insurance,  advertising,  and  expenditures  for  welfare 
are  counted  as  overhead  costs,  but  are  actually  in  no  small  pro- 
matter ot  fact,  as  our  national  economy  is  constituted  at  the  present 
time,  profits  and  surplus  and  interest  on  debt  are  the  only  items  that 
do  not  go  m  wages  to  labor.  ^  ^"^^ 
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As  I  ^ai({  a  nionieiit  ago,  in  spite  of  these  difficulties  many  mills, 
on  arcoUMt  of  skilled  management,  accomplished  the  technological 
chang»»s  witli  economic  advantage  and  with  an  almost  complete 
ab-^eiice  of  social  harm.  When  one  compares  the  work  of  these  mill>? 
witli  those  where  the  results  were  less  favorable,  one  cannot  but  be* 
.'^truck  by  the  extent  to  wliich  the  social  and  company  results  wenC 
liaml  in  hand,  and  also  by  the  extent  to  which  results  were  either 
fuvoral'Je  or  unfavorable  throughout. 

Senate »r  At  snx.  Do  you  mean  that  both  were  benefited? 

^Ir.  Saxox.  Yes. 

Senator  Aisnx.  Or  both  were  injured? 

Mr.  Saxon.  Exactly.  Labor  and  capital  were  either  jointly  bene- 
fited or  jointly  injiiied.     That  is  exactly  what  occurred. 

Senator  Austin,  ^'ou  referred  a  few  minutes  ago  to  this  being  ii 
laobiem  of  labor  in  respect  to  collective  bargaining.  Is  it  not  also 
a  probh  in  of  proper  management? 

Mr.  Saxon.  Yes.  I  say  where  management  is  adequate,  both 
capital  and  labor  benefited. 

Senator  Hatch.  ^  ou  referred  a  short  while  ago  to  some  less<m^ 
that  had  l>een  learned  by  industry.  Do  you  believe  that  industry 
has  really  learned  those  lessons? 

Mr.  Saxon.  I  do. 

Answeiing  yor.r  question  of  a  little  while  ago,  Mr.  Chairman,  at 
this  point  a  comparison  between  the  results  of  a  year's  operation 
of  two  coties  will  be  quite  instructive  in  reference  to  the  issues  under 
consideration : 

The  cotton  textile  ccnle  operation  resulted  in: 

(1)  An  increase  in  annual  jjay  roll  of  $105,000,000. 

(2)  An  increase   n  average  hourly  rates  of  67  percent. 

(3)  An  increase  in  number  of  persons  emploved  of  40  percent,  oi 
400.000.  which  was  in  excess  of  1929. 

(4)  Aii  increase  in  the  real  wages  of  6  percent  over  1929  and  25 
l>ercent  over  W6l\. 

(5)  A  decrease  in  domestic  consumption  of  13  percent  in  contrast 
with  1933. 

(6)  A  decrease  in  exports  of  cotton  goods  of  almost  50  percent  and 
threatened  import  from  abroad  since  1933. 

(7)  A  drastic  fluctuation  in  earnings  per  quarter  under  the  in- 
fluence (,f  rapid  price  changes  in  both  raw  material  and  finished 
goods,  with  the  Federal  Trade  Commission  reporting  that  half  the 
iiKhistiy  operated  at  an  annual  rate  of  return  on  capital  of  0.44  per- 
cent  in  July-August  1934. 

The  ]>etroleum  co<le  operation  resulted  in — 

(1)  An  average  reduction  in  hours  for  all  classes  of  workers  of 
1C.7  percent  since  1933. 

(U)  An  increase  in  employnient  of  20.7  percent  over  1933  for  sll 
classes  and  to  107.7  percent  of  the  1929  level. 

(3)  A  decrease  in  monthly  crude-oil  production  of  7.8  percent  over 


(4)  An  annual  pay-roll  increase  of  $230,000,000  since  1933 

(5)  An  increase  of  about  5  percent  since  1929  and  1933  in  gasoline 
consumption.  ** 

(G)  Inability  to  pa.ss  on  the  increased  cost  of  production  of  about 
ll.J  percent  because  of  a  decline  in  the  retail  price  of  gasoline  from 
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14^45  cents  per  gallon  in  October  1933  to  12.43  cents  in  December 

*i,^^\  Payment  of  the  highest  average  weekly  wage  in  all  industry 
though  three  codes  have  higher  potential  earnings  in  the  minimum 

^Jil  Violent  fluctuation  in  aggi-egate  net  earnings  from  a  deficit 
of  2  6  percent  m  the  first  half  of  1933,  a  return  of  only  0.78  percent 

■of'mVon  thf r  f  ?f^^  «"4  °*  ""^ly  143  percent  i/the  firKlf 
«f  nn  l«i  f  ?f  *k"*-  ^^  '"^J"""  companies  doing  the  major  share 
■ot  all  phases  of  the  busmess  except  retail  marketing. 

.  -These  two  industries  may  be  taken  to  represent  the  two  extremes 
m  industry.  Each  has  employed  beyond  the  1929  level,  paid  Ser 
real  weeldy  average  wages  than  in  1929-one  in  face  of  falfng 
aomestic  consumption  and  exports  but  with  a  temporarily  risini 
price  structure  and  the  other  had  declining  production  un/er  Gov? 
ernment  proration  and  increasing  consumption,  but  could  not  pass 

^L.  %'""??'^'^^T*'  ^'■?''  temporarily.  One  had  been  through 
years  of  continued  depression  before  1929,  with  the  result  that  whfn 
prices  again  fel  m  1934  the  full  impact  of  bottled-up  technolo™ 
progress  was  felt  m  the  real  and  so-called  «  stretch-our»  s^nce  the 
industry  had  its  back  to  the  wall.  This  resulted  in  the  textile  strike 
which  was  so  prominent  in  September  1934,  and  the  President's  com- 
mittee considered  the  settlement  to  require  individual  action  where 
real  labor  sweating  was  proven  and  recused  to  penalize  the  industry 
innocent  with  the  guilty,  m  a  uniform  regulation  muuscry, 

Ihis  same  industry  shows  clearly  the  impact  of  increased  costs  on 
foreign  trade  with  the  back  fire  on  aomestic^ices,  yoSe  of  pro^uc^ 
earlier  °  ""      ""  consumption,  and  so  forth,  as  speUed  out 

The  other  industry  is  an  example  of  inability  to  enforce  restrictions 
on  a  vital  industry  even  where  conservation  of  natural  resouSs 
involved  and  restriction  of  production  was  compulsory,  nof  Sis- 

One  shows  the  immediate  effects  of  inability  to  pass  on  costs  to  th^ 
consumer;  the  other  delayed  action,  but  stiU  ineviteble  wh?n  coste 
can  temporarily  be  passed  on  to  the  consumer. 

In  between  these  two  extremes  lie  hundreds  of  code  industries 
varying  m  all  conceivable  aspects,  depending  on  surpl^ocS' 
flexibility  of  demand,  percentages  of  production  exported  seSl 
demand  sectional  costs  of  living,  and  wage  differenSls.      ' 

In  all  industries,  even  where  there  has  been  heavy  increased  nro 
duction  and  net  profits,  the  increase  in  profits  has  WbeTow  nor! 
mal-much  below  the  increase  in  volume  of  production-and  the 
margin  between  raw  material  plus  labor  costs  and  reteU  prfce  ha^ 
narrowed  so  sharply  that  any  additional  costs  from  any  motive  wHl 
have  the  result  of  breakmg  the  back  of  industry,  first  Kdivid^il 

StiotVspf/ar''"  ^'^'"^*"^^'  '''''  fi->"y^-  wiKfat^ 

.0-  tt  ^::^^^l^c:7S^z\z£Si  f- 


closely  allied  trades  and  services.  The  proper  method  of  correction 
seems  to  lie  in  priming  the  pump  in  these  fields  of  activity,  encourage- 
ment of  capital  through  revival  of  incentive  and  confidence  to  enter 
these  fields,  and,  meantime,  all  necessary  relief  to  the  sufferers.  An 
attempt  to  absorb  this  present  surplus  labor  in  other  industries  would 
have  a  vicious  back  fire  on  unemployment  and  in  its  final  implications 
might  force  us  into  an  inflationary  spiral  which  would  be  no  easy 
matter  to  control. 

THE  CAUSE  OP  THE  DEPRESSION 

Before  leaving  the  question  of  the  30-hour  week,  there  are  several 
fallacies  which  should  be  cleared  up  for  the  sake  of  proper  under- 
standing of  the  problem,  in  the  proper  solution  of  which,  after  all, 
evervone  has  the  same  objective,  namely,  a  revival  of  industry  and  of 
employment. 

First  of  all,  there  seems  to  be  a  great  confusion  as  to  the  cause  of 
the  depression.  In  the  case  of  certain  labor  leaders,  and  rather 
generally  throughout  the  labor  field,  there  seems  to  be  an  impression 
that  adequate,  intelligent,  and  well-meaning  industrialship  could  have 
avoided  our  situation  since  1929.  This  totally  ignores  the  fact  that 
the  depression  is  world-wide,  having  its  roots  in  the  World  War  and 
subsequent  developments  growing  out  of  it. 

From  1913  to  1920  there  was  a  tremendous  expansion  in  production 
in  a  great  many  lines  of  activity,  as  for  example,  wheat.  Wheat 
production  m  the  United  States  expanded  25  percent;  in  Canada 
50  percent;  in  the  Argentine  and  Australia,  75  percent;  due  to  the 
fact  that  large  areas  in  Europe  were  out  of  production  during  the 
war.  Wheat  soared  during  the  war  from  85  cents  per  bushel  to  a 
peak  of  about  $4  per  bushel,  but  with  the  return  of  European  wheat 
fields  into  production  in  1920  all  governments  interested  in  wheat 
production  began  efforts,  which  have  not  yet  ended,  to  support  the 
price  and  maintain  the  volume  of  production.  This  course  would 
require  normally  tremendous  increase  in  consumption.  Wheat  was 
not  an  article  of  flexible  demand  and  consequently  the  farm  pro- 
grams m  all  the  major  nations  of  the  world  have  been  grounded 
in  the  uneconomic  thesis  that  an  inflationary  war  price  could  in 
violation  of  economic  laws,  be  maintained  after  the  resumption  of 
production  by  the  warring  nations. 

In  this  country  we  have  gone  through  all  the  various  stages  of 
low  interest  rates  to  farmers,  special  banks  for  their  benefit,  price- 
pegging  through  the  Farm  Board,  and  other  agencies,  and  finally 
price  guaranty  under  the  present  administration  coupled  with  Gov- 
ernment guaranty  of  farm  mortgages  and  subsidized  restriction  on 
production. 

Consequently,  increasing  economic  fallacies  have  been  pyramided 
one  upwi  another,  m  an  effort  to  justify  the  original  economic  mis- 
take. This  IS  merely  an  illustration  of  what  went  on  to  a  smaller 
degree  m  practically  all  fields  of  industrial  and  commercial  activity. 
Where  governments  themselves  were  not  operating  through  restric- 
tion schemesj  such  as  that  of  England  in  rubber,  Brazil  in  coffee 
etc.,  international  cartels  were  functioning  on  a  large  scale  as  t^i- 
gantic  pools  to  restrict  production,  allocate  territory,  and  fix  prices 
The  effect  of  these  gigantic  cartels  was  similar  in  nature  to  govern- 
ment  restriction  programs.    Furthermore,  within  each  nation,  with 
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.bled  the  reirtnctive  „hemc.  irfemd  to  to  fonctioii  ,SveT>  ioi a 

f  ssL/sL^s-Kd  K„t  iirjrs  =a -Ji^hSri'  S 

types-not  only  throughout  the  world'but  here-an^the  hnnLnHpi 
waters  flooded  not  onl^  this  country  but  the  entire  world  ^^ 
As  an  Illustration  of  the  drastic  impact  of  this  situadon  on  nrice^ 

o  Sl'lTai  tlZ^V""'  ^'"^  ''^'  *^°-  ^20  per'pound  in^ Told 
CO  ;t)i.id  in  W62,  rubber  from  pre-war  price  of  ovpr  *Al  fr.  O'i/  ^^It 

sugar  from  a  high  of  34  cents^r  pound  to  a  W  of  S  cSts  ner' 
pound,  cotton  from  a  war  price  of  iround  40  cente  to  a  low  of  ?!/ 
ff^«n-    Internationally  stable  commodities  natS  fell  Ze  La? 
tically  and  more  rapidly  than  domestic  articles,  but  the  trend  w„i 
there,  and  it  inevitably  worked  out  its  course 

An  acute  decline  was  taken  from  1929  to  1931  and  would  h«v« 
st|ped  there  had  not  a  new  deflationary  force  develo,^Tat  thit 

This  new  force  began  to  operate  in  the  British  EiiiDire  in  lO^fi 
when  Great  Britain  returned  to  gold  for  the  first  tiinp^inLtf' 
declaration  of  war  in  1914.    In  lO'io'Britf^  latre^s  ea.!^  LTpoi' 
Snl^""  T^  ^^"-e  t''*!'  ^-rning.  in  term«  of  A^Sn  dolC 
$3.20  per  week.    Immediately  on  the  return  of  gold  this  .same  laborer' 
recen-mir  the  same  poun.l  note  for  his  week's  work,  ^ot  the^ouS  t 

commensurate  with  this  heavy  increase  in  th;  real  wage   British  ex 

fal    e  ITci  ^f^^^r'^'^fy-    This  was  of  particulari;';ital    mpor-" 
taiite  to  Great  Britain,  becan.se  about  70  percent  of  lier  in.l  Xl„i 

r^erCte^d"''  IfTM"-^'*'  ^'^^  of  tr  cJarp'oSi';.^ 
«eie  exjjortea.    It  she  lost  these  exports,  theiv  would  be  it  was  for* 

cast,  a  tremendous  decline  in  industrial  activity,  profits  'emplov.Snt 

tax  receipts,  a  break-down  in  the  cmplovnieilt-Aisurance  Cd    an  1 

consequently  an  ever-expanding  dole  ior'the  unemploved,  an  unbal 
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aiiced  budget    and   finally,  chaos,  bankruptcy,  and  a  forced  suspen- 
sion of  gold  for  the  second  time.     This  forecast  was  made  in  1926, 
simultaneous  with  the  request  that  labor  reduce  its  Nvajre  and  im- 
mediately after  England  had  returned  to  gold.     The  fact  that  labor 
u^^  ^u  ^'^^^  I  ^^^"^  ^^  ^^  organized  that  it  can  control  the  entire  labor 
body  through  one  or  two  organizations  resulted  in  a  flat  refusal  of 
labor  to  understand  the  full  import  of  the  request:  and  consequently 
a  general  strike,  as  you  will  recall,  was  put  into  effect.    After  3  da/s 
of  full  suspension  of  all  activities  within   England   and   Scotland 
labor  won.    P  roni  that  time  forward  exports  fell,  costs  of  production 
per  unit  rose,  prohts  disappeared,  employees  were  laid  off,  the  em- 
ployment-insurance  scheme  became  bankrupt,  the  dole  svstem  became 
necessary,  tax  returns  dwindled  to  a  nominal  figure,  and  i'iiQ  Gov- 
ermnent  s  deficit  mounted  by  leaps  and  bounds.    Inability  to  balance 
foreign   debits  and  credits  resulted   in  heavy   withdrawals  of  gold 
which  would  have  exhausted  the  gold  mserveVirhin  a  comparativelv 
short  time.     The  result  was  the  suspension  of  gold  for  the  second 
time.     Ihis  became  operative  in  September  1031 

The  above^ illustrates  clearly  the  ability  to  forecast  economic  forces 
and  the  stubborn  jefusal  of  labor  to  appreciate  the  fact  that  their 
own  insistence  upon  their  j>r(^ram.  with  a  failure  to  comprehend 
eapitals  position,  resulted  in  the  destruction  of  their  own  objectives- 
and  It  further  leads  me  to  the  direct  cause  of  the  tremendous  ac- 
celeration of  our  own  depression  in  this  country,  beginning  immedi- 
ately thereafter  in  September  1931.  It  would  not  he  to<r  much  to 
forecast  the  same  results  here  for  the  30-hour  week.  Prior  to  that 
time  the  shock  to  our  economic  position  had  not  bet^n  sufficientiv 
great  to  prevent  stability  at  the  price  level  of  that  period,  while  a^ 
a  matt^^r  of  fact,  we  proceeded  within  12  months  to  take  a  decline 
in  our  general  wholesale  commodity  index  of  40  percent  from  the 
Uieii  existing  level,  which  was  on  a  parity  with  the  level  in  Great 
rSntain. 

FORCES  BJSYOND   TILE    CONTROL  OF   MANAGEMENT 

In  September  1931,  as  said  above,  price  levels  here  were  the  same 
as  those  in  Great  Britain.  England  suspended  gold,  the  pound 
sterling  dec  ined  40  percent  m  terms  of  the  American  dollar,  and 
i^ntish  products  were  now  available  to  American  importers  40  per- 
cent below  where  they  had  been  the  week  before.  This  meant  that 
American  producers  had  to  immediately  cut  their  own  sales  price 
or  they  would  have  lo^^  not  only  foreign  markets  where  thev  had 
previously  competed  with  Great  Britain  and  her  colonies  but  also 
Americaii  consiunption  which  British  prices  would  now  reach  This 
decline  of  40  percent  ramified  through  our  entire  country.  Nation 
after  nation  was  forced  to  susi^ension  bv  British  action'  For  ni 
stance,  Japan  2  months  later,  permitted  her  currency  to  drop  not 
40  percent  but  49  percent.  This  meant  that  a  pound  of  silk  sellin- 
(m  November  12,  1932,  at  $2.50  per  ,K)und,  the  lowest  price  in  hisUjrv 
up  to  that  time  2  days  later  sold  at  $1.13  and  still  yielded  tlie  Jap 
manufacturer  the  same  nuniber  of  yen  as  he  had  rec^iv^d  the  week 
t)efore,  when  he  sold  the  silk  at  twice  the  dollar  price 

Then  what  hajppened  ?     American  manufacturers  holdinff  inven- 
tones  m  raw  silk  and  finished  goods  found  their  inventory  values 
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cut  in  half  by  conditions  utterly  beyond  their  control  and  beyond 
the  control  of  the  United  States  Government;  but  it  did  not  stop 
there.  Kayon  manufacturers  had  to  cut  their  price  to  compete  with 
the  silk  price ;  cotton  and  wool  had  to  follow  similarly  in  order  to 
hold  the  relative  consumption  of  cotton  and  wool;  otherwise  such 
consumption  would  have  been  seriously  displayed  with  silk. 

1  he  impact  of  this  decline  throughout  our  entire  economy  within 
a  years  period  was  what  forced  our  commercial  structure  on  the 
rocks.     Bank  loans  could  not  be  liquidated,  security  prices  aeain 
went  into  a  tailspin  in  an  effort  on  the  part  of  the  banks  and  bor- 
rowers to  liquidate  commercial  loans  which  had  already  been  im- 
paired  by  the  commodity  declines,  and  here    too,  an  endless  chain 
of  acting  and  interacting  forces  which  did  not  end  until  the  sus- 
^^^^T.ooo^    r^u  ^^  ^"^^  suspension  of  gold  by  the  United  States  in 
March  1933.     The  only  mistake  made  was  that  we  had  not  sus- 
pended gold  in  September  1931  when  England  did;  for  England, 
by  this  suspension,  has  held  her  price  level  at  the  1931  levll,  or 
better,  since  that  day.    Let  labor  leaders  impress  upon  their  fol- 
lowers the  acute  difficulties  and  financial  pressure  which  their  em- 
ployers  went  through  in  those  days  and  they  will  then  begin  to 
fully  understand  where  today  there  is  a  confused,  vague  idea  that 
industrial  leadership  has  been  the  cause,  and  the  ma^or  cause,  of 
the  depression.     I  would  also  say  that  this  period  has  caused  gigan- 
tic teses  to  capital  investment;  as  a  rough  guess,  we  have  lost  in 
this  depression    due  to  depreciation  in  industrial  valuations,  more 
f^""  ^K -'""f    li  t'^^u^  "^^F  debt  of  European  nations  to  this  coun- 
!?7V  ioA  ^  ^  ^^^^  .     ^^""^^  }^  ^^'^^  ^^^^  ^^"^  statements  are  made 
r       ^?nn^J!!^^^'''^Ll^  ^H^  country  have  increased   their  profits 
froni  $100,000  in  1932  to  $202,000,000  in  1933  and  to  $430,000,000 

Similar  figures  published  by  the  National  City  Bank  and  Stand- 
ard  statistics  have  been  given  great  prominence  recently.  It  is 
not  a  correct  picture.  They  are  selected  companies.  The  vast  ma- 
jority  of  industry  is  operating  so  near  the  ragged  edge  of  bank- 
ruptcy that  it  is  disturbing  to  see  such  reasoning.  Since  1929  there 
has  been  m  the  aggregate  net  losses  instead  of  net  profits  to  total 
capital  investments.  At  this  stage  I  merely  want  to  point  out  that, 
m  view  of  the  tremendous  impairment  of  capital,  elimination  of 
tnd^i'^'litr'^  reserves  and  inability  to  pay  dividends,  industry  is 
today  like  a  horse  that  went  through  the  recent  drought  in  the 
West  and  became  nothing  but  a  barrel  of  bones.  It  has  been 
U^^    l^  t'^'^^i  'u*"*  *  ^^^"^  P^^^^^e  ^^d  i^  is  beginning  to  get  a 

r^^^hf  1^  M  '*'  \T''  T^  *^^"  ^^''  ^^^^^  ^"^  ^f  the  pf  sture  and 
nde  It  double  would  simply  cause  it  to  collapse  in  its  tracks. 

THE  PBOFIT  MOnVE  IN  INDUSTRY 

.  While  on  this  subject,  it  would  be  just  as  well  to  say  a  few  words 
m  regard  to  the  profit  motive  in  industry.  There  Is  a  Vlry  ap- 
parent tendency  in  some  quarters  to  discre/it  it  on  the  grounds  that 

Ll''T''K^•^''^  ?^^2^^  ^  eliminated.  I  will  not  ^uar^el  with 
those  who  believe  m  State  socialism-if  that  it  what  they  want- 
but  It  IS  impossible  to  maintain  the  capitalistic  system  which  has 
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developed  this  country  and  given  it  the  highest  standard  of  living 
the  world  has  ever  known  without  the  profit  system.  It  is  the 
very  gasoline  of  the  engine — without  it  the  engine  would  be  noth- 
ing but  inanimate,  lifeless  matter  which  would  disintegrate  in  time. 
Unless  industry  is  allowed  to  rebuild  its  capital  losses,  build  up 
adequate  reserves  for  contingencies,  build  up  dividends  to  induce 
new  investments,  and  build  up  profits  in  addition  thereto  suffi- 
cient to  enable  it  to  buy  the  products  of  producers  goods  industries, 
we  will  never  come  out  of  this  depression  as  a  capitalistic  nation. 
The  result  will  be  fascism,  Hitlerism,  or  communism,  among  which 
there  would  be  little  choice. 

The  major  factor  fundamental  in  recovery  today  i^  confidence — 
confidence  based  on  understanding  between  all  the  economic  groups 
which  go  to  make  up  modern  society.  Insofar  as  industrial  organi- 
zations are  concerned,  it  is  essential  that  the  relationship  between 
employer  and  employees  shall  be  on  a  basis  assuring  cooperation  and 
harmony  based  on  an  understanding  of  their  mutual  problems. 

Figures  compiled  by  Colonel  Ayers  of  the  Cleveland  Trust  Co. 
show  that  as  of  August  1934  of  the  total  unemployment,  estimated 
at  11  million,  roughly  50  percent  of  the  unemployment  was  in  the 
field  of  providers  of  services  and  the  other  50  percent  (excluding 
unemployed  agricultural  labor)  lay  in  the  fields  of  producers  of  con- 
struction, durable  goods,  and  consumption  goods.  While  these  latter 
fields  represented  slightly  more  than  50  percent  of  the  total  unem- 
ployed, it  is  interesting  to  note  that  two  of  the  three,  namely — con- 
struction and  durable  goods — represented  about  3T  percent  of  the 
total  unemployment,  while  in  the  consumers  goods  field  the  percent- 
age of  unemployment  in  that  field  of  total  unemployment  was  less 
than  20  percent. 

Perhaps  a  clearer  exposition  of  the  same  situation  is  given  in  the 
following  figures,  also  submitted  by  Colonel  Ayers :  Employment  in 
the  construction  field  in  September  1929  was  3,874,000,  while  in 
September  1934  it  was  1,940,000;  in  the  durable  goods  industries 
employment  in  September  1929,  was  6,358,000  compared  with  3,898^- 
000  in  1934 ;  employment  of  providers  of  services  in  September  1929 
amounted  to  21,822,000,  compared  with  18,192,000  in  1934.  This 
shows  in  the  durable  goods  and  construction  field  combined  a  reduc- 
tion from  10,232,000  in  September  1929  to  5,838,000,  or  a  total  reduc- 
tion of  4,394,000,  or  very  close  to  50  percent  as  of  September  1934. 

Contrast  this  with  the  unemployment  in  the  consumers'  goods  field 
in  September  1929,  which  was  14,902,000  and  on  September  1934 
was  13,750,000,  showing  a  decline  of  only  1,152,000. 

From  the  above  figures  it  can  be  readily  seen  that  the  crying  need 
is  for  revival  in  the  construction  and  durable  goods  field  and  pri- 
marily in  the  latter. 

The  revival  in  the  producers'  goods  field  however  is  dependent 
upon  profitable  operations  in  the  consumers'  goods  field  so  that 
funds  will  be  available  for  investment  W  them  m  producers'  goods. 

Without  this  profit,  which  must  be  sufficiently  large  to  have  wiped 
out  impaired  capital  and  set  up  adequate  reserves  against  contin- 
gencies, no  manufacturing  concern  will  feel  justified  in  expanding 
plant  and  equipment  or  replacing  obsolete  plant  and  equipment. 
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At  this  stage  another  factor  bearing  on  the  situation  should  be 
mentioned,  namely,  tJie  Securities  Act  and  the  Securities  Exchange 
Act,  which  have  definitely  obstructed  the  flow  of  savings  into  in- 
dustry to  assist  it  in  making  such  adjustments.  These  acts  can  be 
so  amended  as  to  preserve  tha  very  beneficial  features  without  block- 
ing recovery.  Finally,  the  attack  which  ha^s  been  nuide  from  various 
sources  on  the  profit  motive  in  industry  has  been  very  disrupting 
m  its  effect  on  confidence  on  the  part  oi  both  investors  and  manu- 
facturers who  might  otherwise  finance  on  one  hand  and  place  on 
the  other  hand  sufficiently  large  orders  for  producers'  goods  as  to 
effect  a  real  revival  of  employment.  .  ' 

^  i^on^equently  before  we  can  expect  such  revival  the  profit  motive 
m  industry  must  be  fully  reestablished,  real  profits  must  be  made 
possible  and  confidence  in  the  safety  of  investment  and  stability  of 
the  currency  assured  to  investors  *^and  confidence  on  the  part  of 
manufacturers  of  no  further  drastic  and  arbitrarv  changes  in  their 
manufacturing  operations  being  imposed  on  them.*^  These  three  fac- 
tors once  clearly  established  will  have  a  ver}-  definite  and  early  re- 
flection in  a  rising  tide  of  prosperity. 

Senator  Neely.  In  your  opinion,  has  the  operation  of  the  X.  R.  A. 
been  injurious  or  beneficial  t 

Mr.  Saxon.  N.  R.  A.  has  undoubtedly  had  certain  beneficial  effects. 
In  general,  I  think  it  has  k^^n  rather  disadvantageous.  In  particular 
industries  it  has  had  a  very  definite  beneficial  effect.  Speaking  of 
industry  as  a  whole,  I  think  it  has  retarded  rather  than  helped  it.  I 
would  like  to  clarify  that  in  this  wav:  The  bottom  of  the  world  de- 
pression was  reached  in  July  1932.  Since  that  date  there  ha.s  bet-n 
a  slow  upward  turn,  and  it  looks  as  if  we  may  get  some  benefit  from 
that  upward  swing. 

It  has  been  more  rapid  in  Great  Britain  and  Australia  and  Canada 
than  in  this  country.  In  1933  and  1934  Great  Britain's  employment 
had  been  reduced  to  a  point  that  was  lower  than  it  had  been  at  any 
time  since  1920,  with  the  excejjtion  of  1926.  Industrial  activitv  in 
Great  Britain  is  at  a  higher  rate  of  capacity  than  ours.  Their  ex- 
ports have  risen  more  rapidly.  The  same  is  true  of  Australia,  and 
to  a  lesser  degi-ee  is  true  of  Canada.  They  have  gone  ahead  more 
rapidly  than  we  have. 

I  would  not  say  that  N.  R.  A.  was  not  justified.  Particular  emer- 
gencies justify  sometinries  temporai-j^  expedients.  It  is  a  question  of 
whether  you  are  going  to  continue  right  through  along  the  way  you 
are  going  and  increase  the  burden  to  a  point  that  it  will  bi'eak  the 
horse  that  is  carrying  the  load.  Scheme  after  scheme  lias  been  tried 
and  most  of  them  have  failed  because  they  tried  to  ride  the  horse 
too  long  and  the  load  became  too  heavy. 

Senator  Neely   Have  you  any  personal  plan  for  the  employment  of 
tlie  millions  of  idle  worker^  in  this  country? 

Mr.  Saxon.  Let  me  say  that  of  these  11,000,000  unemployed  work- 
ers roughly  oO  percent  are  in  the  producers'  goods  field  of  industrv 
producers  of  heavy  machines  and  things  of  that  tvpe,  including  the 
construction  field:  roughly  :>0  percent  are  in  the  service  field,  adver- 
tising,  selling,  and  those  fields  that  are  primarily  related  to  the  pro- 
ducers goods  field.    Approximatelv  50  percent  of  our  entire  employ- 
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ment  today,  excluding  agricultural  labor,  is  in  the  field  of  producers' 
goods  ana  construction  and  in  the  service  fields,  which  are  largely 
idle  because  of  the  slack  in  the  construction  field. 

In  regard  to  your  question,  sir,  I  would  like  to  say  that  the  billions 
of  money  being  spent  by  the  Public  Works  program,  in  my  opinion, 
are  not  accomplishing  the  desired  purpose.  The  fundamental  pur- 
pose of  the  Public  Works  program  is  to  prime  the  pump  and  not 
take  the  load  on'  its  own  back. 

If  the  United  States  Government,  with  all  the  money  it  is  spend- 
ing, spent  twice  as  much  as  it  has  spent,  it  could  not  spend  what 
industry  in  the  aggregate  should  be  spending.  The  billions  of  dollars 
put  out  in  one  program  represent  a  comparatively  small  sum,  com- 
pared with  what  would  be  spent  if  you  could  get  the  construction 
and  producers'  goods  industries  back  to  work.  What  is  the  fallacy 
of  the  program?  There  are  two  things.  Industry  is  just  as  mucn 
to  blame  as  labor : 

First,  the  building-trades  codes  permitted  price  fixing,  allocation 
of  territory,  and  restriction  of  production,  with  the  result  that  prices 
in  the  building  trades  have  risen  to  within  20  percent  of  the  1926 
level,  while  in  other  industries  the  rise  has  not  been  anywhere  near 
so  great.  I  am  sure  there  is  no  field  so  unattractive  as  a  matter  of 
investment  as  the  building  of  a  new  home  today,  because  the  cost  of 
construction  is  out  of  line  with  any  other  investment  you  could 
think  of.  Labor  is  being  paid  $1.20  an  hour  on  Government  works 
programs.  Instead  of  paying  60  or  70  cents  an  hour,  which  would 
give  them  a  wage  which  would  be  fairly  in  line  with  the  more  effi- 
cient industries,  we  have  been  and  are  paying  them  $1.20. 

As  I  started  to  say,  there  are  two  factors,  the  high  cost  of  ma- 
terials and  the  high  wages,  as  the  result  of  Government  expendi- 
tures, which  have  limited  new  construction  to  the  Government's  pro- 
gram. The  real  functions  of  a  Government  program  today  should 
be  to  stimulate  the  producers'  goods  industry  and  construction  in- 
dustry so  as  to  increase  the  volume  of  production,  which  in  turn 
would  reduce  unit  costs  of  production  and  enable  the  great  body  of 
the  people  to  remodel,  repair,  and  build  new  homes  at  low  costs. 

Senator  Neely.  Do  you  advocate  a  general  reduction  of  wages? 

Mr.  Saxon.  No;  I  do  not.  I  have  already  referred  to  the  fact 
that  the  workers  in  the  construction  industry  are  being  paid  $1.20 
an  hour  on  Government  works  program,  instead  of  the  60  or  70 
cents  an  hour  prevailing  in  other  industries.  I  think  we  have  got 
to  increase  the  real  wage  rather  than  at  the  present  time  to  penalize 
industry  as  a  whole  with  a  30-hour  week  which  would  reduce  the 
real  wage.  As  I  get  this  program,  with  the  real-wage  increase  you 
get  expanding  consumption,  expanding  demand  for  labor,  and  in- 
creased volume  of  production.  I  thmk  profits  would  begin  to  ap- 
pear, which  have  disappeared  except  in  specialized  industries. 

I  do  not  believe  in  a  reduction  in  the  hours  of  work.  I  believe, 
on  the  other  hand,  that  we  should  not  strait- jacket  industry  in  any 
form.  I  believe  in  an  extension  of  the  maximum  hours.  I  believe 
the  40-hour  week  with  overtime  allowance  of  25  or  30  or  50  percent 
would  give  industry  the  additional  help  it  needs,  and  also  give  those 
who  are  at  work  today  a  chance  to  earn  a  higher  aggregate  weekly 
wage. 
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The  National  Industrial  Conference  Board  and  the  Bureau  of 
Labor  Statistics  both  bring  out  clearly  the  average  hours  woi-ked 
per  week  today  are  34,  against  an  average  of  40  hours  allowable. 
That  means  that  industry  is  not  living  up  to  its  present  possibilities. 
Why  is  it  not  ?  Primarily  because  the  prices  went  up  more  rapidly 
than  the  increase  in  the  real  wage,  or  the  real  income,  and  so  con- 
sumption declined  and  production  likewise.  Of  course,  labor  as  a 
whole  was  not  benefited  by  the  increase  in  the  monetary  waere  under 
the  N.  R.  A. 

Senator  Austin.  In  connection  with  your  testimony  about  the 
40-hour  week,  do  you  think  that  reemployment  or  increased  employ- 
ment can  be  accomplished  by  fixing  an  arbitrary  limitation? 

Mr.  Saxon.  No,  sir.  I  believe  it  ought  to  be  made  applicable  to 
each  industry,  with  the  approval  of  some  governmental  agency. 
You  cannot  strait- jacket  industry  by  this  kind  of  uniformity.  It 
will  not  work.  I  don't  think  there  is*  much  doubt  that  certain  indus- 
tries in  this  country  could  adopt  the  30-hour  week.  It  would  un- 
doubtedly mean  the  loss  of  our  exports,  but  we  find  that  the  export 
demand  is  declining,  anyway. 

Senator  Neely.  You  referred  to  the  fact  that  the  Government  was 
paying  labor  on  Federal  projects  $1.20  an  hour  instead  of  60  cents, 
and  I  understood  your  inference  to  be  that  the  Government  on  the 
60-cent  rate  would  be  able  to  employ  twice  as  many  workmen  as 
otherwise.  Do  you  mean  that  you  are  in  favor  of  reducing  the 
Government  wage  from  $1.20  to  GO  cents? 

Mr.  Saxon.  Very  definitely;  for  two  i^asons:  Fii-st,  because  it 
would  take  up  the  slack  in  the  field  where  there  is  gi'eater  unemploy- 
ment ;  and,  secondly,  it  would  mean  that  you  or  I  or  the  other  fellow 
who  want  to  build  a  new  home  would  not  have  to  compete  with  the 
$1.20  wage.  You  can't  compete  with  it.  We  won't  do  it,  because  we 
can  put  our  money  into  something  that  will  bring  us  a  greater  return 
or  be  a  safer  investment. 

Senator  Neely.  Do  you  believe  that  purchasing  power  generally 
can  be  increased  by  diminishing  wages? 

Mr.  Saxon.  No;  I  do  not.  It  cannot  directly,  but  indirectly  it 
can,  in  this  way :  Take  a  new  house,  the  cost  of  which  we  will  say 
is  $15,000,  and  say  $7,000  for  labor  and  $8,000  for  materials.  Both 
those  elements  are  too  high.  Both  labor  and  materials  in  this  field 
are  higher  than  in  others.  The  labor  price  is  the  same  as  it  was  in 
1929.  Both  those  factors  should  be  reduced  so  as  to  stimulate  or 
prime  the  engine,  rather  than  the  Government  taking  up  the  full 
load;  then  every  man  in  the  country  should  carry  his  proper  share 
of  the  cost  of  remodeling  and  repairing,  or  building  new  houses. 
Then  you  would  get  a  real  increase  in  the  employment  stimulated  by 
demand  for  reasonably  priced  labor  and  materials  for  building. 

In  the  aggregate  there  would  be  a  very  definite  expansion  of 
employment  through  a  very  definite  expansion  in  construction  work, 
such  as  the  building  of  new  houses — particularly  of  the  smaller  type. 
The  Home  Owners^  Loan  program  has  not  worked  very  satisfactorily. 
It  was  perfectly  sound,  but  what  we  need  is  less-expensive  houses, 
not  higher-priced  houses.  I  would  rather  invest  in  anything  I  know 
of  than  a  new  house,  under  these  conditions. 

Senator  Neely.  What  do  you  thing  would  be  a  proper  wage  for 
employees  on  government  construction  projects? 
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Ml*.  Saxon.  It  ought  to  be  in  line  with  the  industrial  standards. 
For  instance,  I  happen  to  know  something  about  the  petroleum  code. 
They  pay  their  unskilled  labor  55  cents  an  hour  with  the  exception 
of  a  20-percent  leeway  for  colored  men.  Fifty-five  cents  an  hour  is 
the  standard  wage  for  unskilled  labor  in  the  strongest  industry  in 
this  country. 

Senator  Neely.  Are  you  in  favor  of  that  wage  ? 

Mr.  Saxon.  I  think  it  is  all  right  under  present  conditions. 

I  think  it  is  representative  of  the  strongest  industry  that  we 
have,  the  one  that  has  increased  its  consuming  power  during 
the  period  of  depression.  Its  production  has  been  cut,  but  by  Gov- 
ernment action.  I  was  advised  by  the  research  and  planning  division 
that  they  are  paying  the  highest  aggregate  average  weekly  pay  roll 
of  any  industry  in  the  country.  There  are  three  industries — the 
automobile  industry,  one  of  the  dress-goods  trades,  and  the  motion- 
picture  industry — that  have  higher  potential  weekly  earnings,  but 
the  highest  actual  weekly  earnings  are  in  the  petroleum  field.  The 
basic  minimum  wage  is  55  cents  per  hour  for  unskilled  labor,  and  it 
runs  up  to  60  or  70  or  75  cents  an  hour  for  skilled  labor.  Yet  we  are 
paying  on  Government  projects  $1.20  an  hour.  That  does  not  apply 
to  relief  work.  I  am  speaking  of  the  Public  Works  program.  You 
have  got  to  be  in  accord  with  the  realities  of  the  situation  if  your 
effort  is  to  prime  the  pump. 

Senator  Neely.  What  is  your  specific  recommendation  regarding 
the  reduction  of  wages  in  the  field  covered  by  the  building  trades? 

Mr.  Saxon.  First,  I  would  want  to  make  a  very  definite  investiga- 
tion into  the  Public  Works  program,  where  the  pay  is  higher  than 
in  the  highest-paid  industry  in  the  country,  which  is  55  cents  an 
hour  for  unskilled  labor  as  a  minimum,  and  a  proportionately  higher 
rate  for  skilled  labor. 

Senator  Austin.  Properly  classified? 

Mr.  Saxon.  Properly  classified.  That  should  be  done  on  each 
particular  job,  depending  upon  the  circumstances,  the  location,  the 
geographical  situation.  The  cost  of  living  varies  in  the  various  com- 
munities. 

Senator  Neely.  What  number  of  hours  a  day  do  you  have  in  mind 
for  the  building  industry? 

Mr.  Saxon.  I  do  not  feel  qualified  to  answer  that. 

As  a  rough  guess,  around  40  hours  would  be  a  fair  working  week. 

Senator  Neely.  That  would  mean,  at  55  cents  an  hour,  that  an 
individual  working  in  the  building  trades  would  have  an  income  of 
$22  a  week  or  about  $90  a  month.  Do  you  think  that  is  a  sufficient 
wage  for  the  head  of  a  family  of  five  ? 

Mr.  Saxon.  That  is  for  unskilled  labor.  Most  of  the  men  in  the 
building  trades  are  skilled  laborers,  and  they  would  generally  be 
paid  a  higher  wage.  I  should  say  on  that  basis  they  would  get  80  or 
90  cents  an  hour,  probably  75,  instead  of  55.  The  average  weekly 
wage  under  the  petroleum  code  runs  around  between  $24  and  $26.  ' 

Senator  Neely.  A  week? 

Mr.  Saxon.  Yes. 

Senator  Neely.  Do  you  believe  that  represents  a  proper  American 
standard  ? 

Mr.  Saxon.  I  do,  under  present  conditions,  until  we  reach  the 
point  where  our  technological  progress  enables  us  through  normal 
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economic  forces  to  reduce  the  hours  of  work  hv  increasincr  the 
productivity  of  labor. 

Senator  Nepxy.  How  does  the  wage  of  $24  a  week  under  the 
P^^roleum  code  in  1934  compare  with  tliat  in  the  industry  in  1929? 

Mr.  Saxon.  I  have  exact  figures  on  that,  I  think. 

Taking  the  lowest  type  of  labor,  marketing  and  refining,  and  such, 
it  IS  107  percent  of  the  1929  level  for  all  classes,  and  as  high  as  118 
percent  m  some  classes.    In  other  classes  it  is  as  low  as  98. 

Senator  Neelt.  Would  you  say  that  approximatelv  $24  a  week 
was  the  average  in  1929? 

Mr.  Saxon.  Yes.  You  will  be  surprised  at  the  number  of  indus- 
tries where  that  is  true.  In  the  aggregate  the  pay  roll  of  industry 
IS  increasing.  But  with  the  increase  in  the  cost  of  living  and  the 
increase  m  the  aggregate  pay  roll  of  all  industry  they  did  not  get 
an  increase  in  the  real  wage. 

Senator  Neely.  As  a  general  proposition,  are  you  in  favor  of  at 
least  striving  for  an  increase  in  wages  and  a  decrease  in  the  hours 
of  service,  or  are  you  in  favor  of  a  decrease  in  wages  and  salaries 
and  an  increase  in  the  hours  of  service? 

Mr.  Saxon.  Fundamentally,  all  of  us  want  an  increase  in  real 
wages  and  a  decrease  in  the  hours  of  work,  and  we  are  getting  it 
slowly  by  natural  forces.  About  60  years  ago  the  normal  work  week 
in  American  industry  was  60  hours.  That  was  reduced  to  the  pre- 
eode  level  of  50  hours,  with  a  further  reduction  to  something  like  40 
hours  under  the  code.  TYe  all  look  forward  to  the  time  whenVe  shall 
be  able  to  reduce  the  working  hours  still  further  to  30  or  even  to  25 
by  the  operation  of  economic  forces.  From  1900  to  1929  thev  were 
reduced  from  57  to  about  50. 

Senator  Neely.  I  understand  your  opinion  to  be  that  the  reduc- 
tion in  the  hours  of  service  in  the  past  has  l)een  the  result  of  the 
inexorable  law  of  supply  and  demand  ? 

Mr.  Saxox.  Increased  productivity  of  labor  and  capital 
Senator  Neely.  Is  it  not  a  fact  that  the  majority  of  the  reductions 
of  hours  of  service  m  this  country  in  the  last  3*0  years  have  been 
made  by  legislation  ? 

Mr.  Saxon.  I  do  not  agree  with  that.  Undoubtedly,  the  minimum- 
wage  laws  in  various  States  have  done  a  great  deal  toward  social 
betterment  m  certain  industries.  I  do  not  denv  that.  I  am  in  favor 
of  it.  But  taking  industry  as  a  whole,  the  real  gain  has  come 
tiiroug*h  natural  forces.  When  capital  develops  new  jiiachinery 
and  you  reduce  the  cost  of  production  50  percent,  let  us  see  how  it  is 
distributed.  Let  us  see  what  is  going  to  determine  whether  capital 
will  grab  all  that  increase  or  whether  labor  is  going  to  get  a  part 
of  it,  or  whether  the  consumer  will  get  a  part  of  it. 

Suppose  we  are  all  competitors.  We  will  develop  a  machine  that 
will  cut  your  costs  50  percent.  You  immediately  acquire  some  of  my 
business,  or  you  desire  to  acquire  some  of  my  business  or  the  Senator^s 
business,  and  you  cut  your  cost  just  enough  to  undersell  the  rest  of  us 
Ihat  puts  pressure  on  us  to  do  the  same  thing.  We  develop  new 
devices.  We  begin  immediately  to  reduce  the  cost  to  the  public,  which 
increases  the  real  income  or  the  wages  of  the  country  as  a  whole. 

Now,  labor  knows  that  there  is  an  increased  profit  for  that  industry, 
and  they  are  in  a  position  to  demand  more.    They  are  entitled  to  it 
That  is  a  question  of  the  strength  of  collective  bargaining,  and  rightly 
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SO.  But,  after  all,  that  industry  is  located,  we  will  say,  in  Alabama, 
and  in  competition  with  other  industries.  There  is  a  competitive  situ- 
ation between  that  industry  and  others,  In  the  ultimate  analysis 
that  50-percent  saving  will  be  distributed  among  three  factors :  Tb^ 
consuming  public  through  a  reduction  in  prices ;  labor  by  the  increase 
of  the  real  wage  through  reduction  in  prices  and  increase  in  the  mone- 
tary wage ;  and,  third,  taking  on  more  men  and  producing  more  goods 
as  the  result  of  the  declining  prices  increasing  demand. 

You  may  say  that  capital  can  hold  back  90  percent  of  that  profit, 
and  the  remainder  of  the  50  percent  saving  will  be  passed  to  the  public 
and  labor.  That  is  possible,  but  that  can  be  solved  in  another  way. 
Capital  may  take  too  large  a  share,  but  I  think  one  lesson  industry 
has  learned  is  that  you  cannot  impair  the  purchasing  power  of  labor 
without  destroying  capital,  and  consequently  there  is  the  fact  that 
they  realize  that  both  capital  and  labor  are  tied  together.  It  is  to  the 
advantage  of  capital  to  take  even  a  smaller  percentage  of  profit  in 
order  to  get  a  larger  aggregate  amount  of  profit  from  increased 
volume  of  production,  reduction  in  cost,  and  increased  demand  for 
the  products  of  labor. 

Senator  Hatch.  Do  you  think  that  capital  has  learned  that  lesson  ? 

Mr.  Saxon.  I  do,  sir. 

Senator  Neely.  Do  you  remember  when  the  Adamson  law  pro- 
viding an  8-hour  day  on  railroads  was  adopted  ? 

Mr.  Saxon.  Yes. 

Senator  Neely.  Was  not  almost  the  identical  argument  you  are 
offering  here  submitted  in  opposition  to  the  enactment  of  the  Adam- 
son  law?  ', 

Mr.  Saxon.  That  is  true,  generally. 

Senator  Neely.  Is  it  your  opinion  that  the  Adamson  8-hour  law 
injuriously  affected  the  people  of  this  country? 

Mr.  Saxon.  You  have  now  a  little  different  situation  in  that  re- 
spect. You  have  a  public  utility  subject  to  Government  control  in  rate 
making,  and  the  whole  theory  under  which  the  Adamson  Law  was 
passed  and  the  basis  on  which  they  overrode  these  arguments  was 
that  the  Government  would  insure  an  adequate  return  to  capital  of 
6  percent  on  the  agreed  valuation.  They  have  never  agreed  on  it. 
That  fight  has  been  on  ever  since,  and  the  result  is  that  the  railroads 
of  the  country  have  never  had  a  fair  break  in  the  circumstances.  If 
they  had  been  allowed  to  charge  sufficient  to  yield  a  fair  return  on  the 
capital  investment,  there  would  have  been  a  net  decrease  in  the  use  of 
the  railroads.  The  rates  would  have  been  too  high.  The  net  result 
has  been  that  the  rates  were  fixed  in  accordance  with  political  de- 
mands and  pressure  of  one  type  and  another ;  and  what  has  happened  ? 
The  railroads  have  continually  extended  their  funded  debt  to  the 
extent  that  a  number  of  them  are  bankrupt  and  the  remainder  are 
dangerously  near  it. 

Senator  Neely.  That  may  be  true,  but  in  1928  and  1929,  with  the 
Adamson  law  in  full  force  and  effect,  railroad  stocks  reached  a 
higher  level  on  the  stock  exchange  than  they  had  ever  reached  before. 

Mr.  Saxon.  That  was  the  result  of  a  speculative  bubble  in  Europe. 
Raw-material  prices  went  down,  and  there  was  a  definite  flight  from 
raw  materials  into  stocks  of  this  country.  Those  who  had  their 
funds  invested  in  raw-materials  enterprises  got  into  the  American 
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stock  market  on  the  theory  that  our  supply  of  gold  would  bring  high 
prices.    It  was  a  speculative  furore  beyond  all  proportions. 

Senator  Neely.  In  any  event  the  Adamson  8-hour  law  did  not 
prevent  the  railroads  from  becoming  more  prosperous  than  they  had 
ever  been  before. 

Mr.  Saxon.  Apparently  only.  I  can  give  you  instances  of  stocks 
in  many  fields  that  have  never  paid  a  dividend  in  their  entire  history 
which  sold  at  $200  per  share  without  justification. 

Senator  Neely.  It  has  only  been  a  few  years  since  one  of  the  New 
England  States  enacted  a  law^  that  women  should  not  work  in  certain 
industries  more  than  14  hours  a  day. 

Mr.  Saxon.  Yes. 

Senator  Neely.  Do  you  believe  that  the  limitation  of  hours  of 
service  in  that  case  was  the  i^esult  of  natural  laws  or  the  result  of 
legislation  ? 

Mr.  Saxon.  That  was  very  evidently  the  result  of  social  legisla- 
tion that  was  justified.  If  you  want  to  reverse  that  type  of  legis- 
lation, go  into  the  bakery  and  restaurant  and  dishwashing  trades, 
where  they  work  60  to  60  hours  a  week,  and  put  them  under  a  strait- 
jacket. 

Senator  Neely.  On  what  basis  have  you  reached  the  conclusion 
that  40  hours  or  44  hours  represent  the  pro})er  length  of  service  for 
one  week  and  that  the  30-hour  week  might  not  be  even  better? 

Mr.  Saxon.  For  this  reason,  sir:  You  asked  a  few  minutes  ago 
whether  I  thought  $24  a  week  was  sufficient  for  the  average  man. 
Under  present  conditions,  I  do  think  so.  You  are  allowed  to  work 
40  hours  instead  of  34,  and  he  would  get  a  greater  aggregate  weekly 
envelop.  Those  who  are  employed  today  have  been  under  pressure 
since  1929.  Mr.  Hoover  started  out  to  spread  the  work,  and  he  said 
the  workers  could  not  make  enough  to  maintain  a  decent  standard 
of  living.  I  think  it  is  about  time  that  the  employed,  the  22  millions 
who  are  under  N.  R.  A.  codes,  should  be  given  a  chance  to  earn 
a  little  more.  They  will  not  get  an  increase  in  purchasing  power  if 
you  increase  the  purchasing  power  of  some  of  these  10  million  who 
are  unemployed. 

Senator  Neely.  Is  that  a  fact?  Would  not  a  great  increase  in 
purchasing  power  result  from  putting  the  11  million  who  are  now 
idle  to  work? 

Mr.  Saxon.  The  real  difference  is  that  the  fellow  who  is  going  to 
get  an  increase  in  wages  by  working  overtime  and  working  40  hours 
instead  of  34  is  producing  something.  The  new  fellow  who  is  going 
to  work  is  simply  the  fifth  man  to  do  what  four  men  have  been  doing. 
There  is  nothing  extra  to  distribute.  The  result  is  that  you  are  tak- 
ing that  additional  cost  out  of  capital,  which  is  already  on  the  narrow 
edge  of  bankruptcy,  because  the  margin  between  cost  and  the  resale 
price  has  dwindled  down  until  it  has  almost  disappeared. 

Senator  Neely.  Additional  power  to  consume  is  what  we  need. 
We  are  now  adopting  all  sorts  of  restrictive  measures  by  legislation 
for  the  purpose  of  decreasing  production. 

Mr.  Saxon.  Which  is  a  great  fallacy  in  itself. 

Senator  Nbely.  But  those  who  are  now  unemployed  are  more  con- 
cerned than  the  consumer,  because  they  have  been  without  wages  for 
such  a  long  time  that  their  purchasing  and  consumptive  capacity 
has  disappeared. 
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Mr.  Saxon.  There  is  a  certain  economic  formula  that  capital  times 
labor  times  land  equals  total  national  income.  Assume  that  capital 
is  10,  labor  is  10,  and  land  is  5.  You  have  500  as  representing  total 
national  production.  Assume  that  we  cut  labor,  or  capital,  for  that 
matter,  from  10  to  8.  You  would  not  have  500,  but  you  would  have 
probably  400  to  distribute  among  all  of  them.  There  would  be  that 
much  less  to  distribute.  How  can  there  be  an  increase  in  the  standard 
of  living  under  those  circumstances?  You  might  say  that  if  you 
take  two  off  of  labor  and  add  it  to  capital  you  will  get  the  same  result. 
But  the  question  is,  can  capital  stand  that  extra  burden?  The  law 
of  economics  says  that  capital  and  labor  can  share  the  increased 
productivity  between  them,  provided  any  increased  productivity 
exists.     But  you  have  got  to  produce  it  before  it  can  be  distributed. 

Senator  Neely.  Why  should  we  endeavor  to  increase  the  output  of 
our  manufacturing  plants  and  farms,  without  first  finding  means  of 
enabling  the  consuming  public  to  purchase  what  is  produced  now? 

Mr.  Saxon.  We  can  buy  what  is  produced  today,  if  we  have  the 
proper  price  o"n  the  market.  You  are  throwing  another  element  into 
the  argument. 

Senator  Neely.  I  am  not  arguing.  I  am  asking  you  a  question 
based  upon  one  of  your  theories,  namely,  that  we  should  increase  the 
hours  of  service  of  those  already  at  work  instead  of  employing  those 
who  have  long  been  idle. 

Mr.  Saxon.  I  have  not  quite  advocated  that. 

Senator  Neely.  Then  I  misunderstood  you. 

Mr.  Saxon.  I  have  already  said  that  the  Bureau  of  Research  and 
Planning  of  the  N.  R.  A.  gave  me  these  figures.  I  checked  them  to 
some  extent,  but  I  could  not  check  them  in  the  aggregate.  Industry 
is  today  operating  less  than  34  hours  a  week,  whereas  under  the 
N.  R.  A.  40  hours  is  allowable.  There  is  a  gap  of  6  hours  that  is  not 
being  used.  Why  is  it  not  being  used?  Simply  because  the  in- 
creased cost  that  has  resulted  from  N.  R.  A.  has  been  greater  than  the 
increased  wage  in  the  aggregate,  and,  furthermore,  that  the  consum- 
ing public  did  not  benefit  from  the  increased  monetary  wage.  If  you 
adopt  a  30-hour  week  you  are  going  to  kill  a  great  many  industries. 
Some  will  survive  it,  and  others  will  not.  What  I  am  worrying  about 
is  the  uniform  strait- jacket.  In  some  specific  instances  you  may 
do  it. 

Senator  Neely,  Unless  we  shorten  the  working  week  how  can  we 
hope  to  employ  the  11,000,000  men  and  women  who  are  now  idle? 

Mr.  Saxon.  I  think  the  clear  way  out  is  through  the  Home  Owners' 
Loan  program  and  the  Public  Works  program,  but  the  latter  is  being 
misapplied.  Can  you  conceive  what  would  happen  if  we  could  do 
w^hat  they  have  done  in  England  in  the  last  4  years,  with  the  erec- 
tion of  a  large  number  of  small  houses  that  would  average  $6,000  or 
$7,000?  How  can  we  do  it  with  material  costs  20  percent  higher 
than  in  other  fields  and  with  the  labor  cost  in  the  building  trades 
what  it  is  today? 

Senator  Neely.  Then  you  propose  to  reduce  wages  and  reduce  the 
cost  of  materials  ? 

Mr.  Saxon.  In  that  field;  yes. 

Senator  Neely.  Would  not  a  formula  that  would  apply  to  that 
field  apply  to  all  others? 

Mr.  Saxon.  Not  at  all.  It  does  vary.  There  is  a  variance  between 
industries. 
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^   Senator  Neely.  How  many  are  there  unemployed  in  the  building 

Mr.  Saxon.  Yes.  I  will  give  it  to  you  as  exactly  as  it  can  be  giveii 
as  ot  August  or  September.  I  believe  it  was  September.  It  has 
been  checked  and  agreed  on.  Employment  in  the  construction  field 
in  September  1929  was  3,847,000  workers;  in  September  1934,  1,940,- 
000  workers.  '    ?       » 

Senator  Neely.  That  means  that  approximately  50  percent  of  the 
workers  in  the  construction  field  are  out  of  employment  ? 

Mr.  Saxon.  In  the  construction  field.  In  the  heavy  industries' 
o  co;^  Ann  ^^/^^f -^«ods  industry,  the  decrease  was  from  6,358,000  to 
f ;.  ^o^  nnn  .  i*^"^  ^^?  ^^^^'^  combined  there  was  a  reduction  from 
10,232,000,  in  September  1929  to  5,838,000  in  August  1934,  or  a  net 
reduction  of  4,394,000,  or  close  to  50  percent  of  the  entire  unemplov- 
ment  as  of  September  1934.  And,  sir,  what  is  more  important,  the 
remaining  unemployed,  with  the  exception  of  20  percent  of  the  total 
were  in  the  service  trades  that  are  very  closely  allied  to  the  other  two 

Senator  Neely.  You  are  in  favor  of  a  reduction  in  wages  and  also 
material  costs  m  the  construction  industry. 
Mr.  Saxon.  Yes. 

Senator  Neely.  Are  you  also  in  favor  of  a  reduction  in  wages  and 
the  cost  of  materials  in  the  heavy  industries  field  ? 

Mr.  Saxon.  No.  My  argument  there  is  that  you  must  allow  the 
consumers  goods  industry,  where  the  unemployment  figure  is  only 
2{)  percent  of  the  total,  a  margin  of  profit  sufficient  to  enable  them 
U)  buy  producers  goods,  which  will  stimulate  emplovment  in  that 
tield,  and  in  the  service  fields  applicable  thereto. 

Senator  Neely.  What  wages  would  you  suggest  for  the  3,000,000 
unemployed  m  the  heavy  industries? 

Mr.  Saxon.  My  suggestion  there  would  be  to  wait  until  such  time 
as  normal  forces,  supplemented  by  sound  public^works  program,  or 
home  owners  loan  program,  relieves  the  situation ;  but  to  take  care 
of  them  under  Government  relief.  You  will  have  to  do  that.  I  think 
we  are  postponing  the  day  of  putting  them  back  to  work  by  imposinor 
an  arbitrary  limitation  of  liours  upon  the  consumers'  goo<ls  industrv 
Senator  Neely.  Professor,  in  what  other  industry  are  you  in  favor 
of  reducing  wages  ?  ^         j 

Mr.  Saxon  In  answer  to  tliat,  I  wi^.  to  state  categorically  that 
1  am  not  in  favor  of  reducing  wages  in  general.  I  am  in  faVor  of 
raising  the  minimum,  but  it  must  be  accomplished  by  an  increase  in 
production,  unless  we  do  it  temporarily. 

Senator  Neely.  In  what  industry  do  you  believe  additional 
production  could  now  be  consumed  ? 

Mr.  Saxon.  That  is  a  matter  of  interaction  among  themselves  If 
we  can  increase  the  volume  of  production,  it  will  mean  a  lower  unit 
cost,  und  you  could  lower  prices  without  lowering  the  profits  and 
wages.  1  hat  would  increase  consumption,  and  as  consumption  ia^ 
creases  It  wou  d  meiui  a  demand  for  more  labor.  It  would  mean  a 
demand  for  abor  m  that  field,  but  it  would  ramify,  like  the  automo- 
bile and  steel  industries,  into  a  dozen  others. 

Senator  Neely.  But  how  can  you  increase  consumption  amonor  H 

million  people  who  have  been  without  jobs.  ai»d.  without  wajres^'for 
4  or  5  years  ?  «.e^  -^      ^ 
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Mr.  Saxon.  I  have  not  touched  on  one  particular  point  before, 
but  statistics  are  available  in  the  N.  R.  A.  to  the  effect  that  the 
vajst  majority  of  those  who  are  seeking  work  from  oil  producers  and 
refiners  and  in  the  technical  field  come  from  three  groups.  A  good 
many  of  them  are  from  agriculture.  And  why?  Because  of  the 
restrictions  upon  agricultural  production.  You  go  into  the  South 
and  you  will  find  that  the  Texas  and  Oklahoma  oil  field's  are  being 
flooded  with  fellows  who  used  to  be  share-croppers,  or  one  thing  or 
another.  The  statistics  are  available  on  that.  It  comes  right  back 
to  those  two  fields  of  construction  and  heavy-goods  industry  again, 
plus  agriculture.  The  Department  of  Agriculture  in  its  reduction 
program  has  very  definitely  forced  men  into  the  relief  program  or 
forced  them  into  other  industries. 

Senator  Neely.  Referring  to  the  $24  a  week  wages  for  the  oil  work- 
ers in  1934,  how  many  hours  then  constituted  a  week — 40  ? 

Mr.  Saxon.  No;  they  worked  more  than  that.  I  will  give  you  the 
figures  on  that.  I  have  them  here  at  hand.  The  average  reduction 
in  hours  for  all  classes  of  workers  is  16.7  percent  since  1933.  You 
will  find  in  some  instances  they  shrunk  the  hours  from  25  to  30 
percent,  but  the  average  for  marketing  production  and  refining  the 
products  was  16.7  percent  since  1933. 

Senator  Neely.  How  many  hours  a  week  did  those  men  work? 

Mr.  Saxon.  I  am  speaking  from  recollection.    It  was  around  50. 

Senator  Neet.y.  Fifty  hours  for  $24? 

Mr.  Saxon.  Yes.  There  is  another  figure  here  which  might  verify 
that.     No;  I  can't giye you  that,  either. 

Senator  Neely.  Professor,  what  has  been  the  average  salary  of 
professors  at  Yale  since  1929? 

Mr.  Saxon.  I  should  say  they  vary  between  $5,000  and  $9,000, 
with  an  average,  I  should  say,  of  around  $7,000.  That  is  with  the 
exception  of  a  few  endowed  chairs,  with  special  endowments  for  spe- 
cial purposes,  which  might  pay  $10,000  to  $12,000. 

Senator  Neely.  You  thinfc  the  average  has  been  $7,000  a  year? 

Mr.  Saxon.  That  would  be  the  average. 

Senator  Neely.  Are  there  any  hours  of  service  there  ? 

Mr.  Saxon.  No. 

Senator  Neely.  What  is  the  number  of  hours  devoted  to  instruc- 
tional work  in  classrooms? 

Mr.  Saxon.  The  average  professor  actually  teaches  not  more  than 
12  or  15  hours  a  week,  but,  of  course,  that  is  not  representative  of 
what  work  he  is  doing. 

Senator  Neely.  What  are  the  hours  of  service — on  the  average 

of  a  Yale  professor? 

Mr.  Saxon.  I  worked  in  business  for  10  years  before  I  went  to 
teaching.  I  would  say  tJiat,  doing  the  job  as  I  am  doing  it,  I 
would  rather  be  in  business.  It  hasn't  the  nerve-racking  effect,  but 
the  length  of  time  involved  in  seminar  work,  in  teaching,'"in  writino-, 
preparation  of  lectures,  correction  of  theses,  and  one  thing  and 
another,  takes  up  a  considerable  amount  of  time.  I  never  have  free 
time  except  in  the  summer.  There,  of  course,  we  have  a  little  advan- 
tage.    But  that  is  when  we  are  supposed  to  begin  research  work. 

Senator  Neely.  G^^  you  estimate  the  average  hours  of  service? 

Mr.  Saxon.  I  begin  at  8  in  the  morning  on  3  days  in  the  week, 
and  at  9  on  3  days  in  the  week.    I  usually  get  home  for  dinner  not 
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more  than  3  evenings  a  week.  I  have  dinner  usually  at  6  or  6 :  30. 
I  usually  have  a  group  of  students  that  will  discuss,  after  dinner, 
certain  things.  It  might  be  the  textile  strike,  or  marketing  pro- 
cedure, or  what  not.  All  the  afternoon  is  taken  up  in  interviewing 
students.  I  should  say  the  actual  hours  of  work  per  day  would 
be  10. 

Senator  Neely.  I  observe  from  your  stationery  that  you  are  in  the 
department  of  social  science  at  Yale. 

Mr.  Saxon.  Yes. 

Senator  Neely.  Is  that  department  supported  by  endowments? 

Mr.  Saxon.  The  department,  as  such,  has  no  separate  endowment. 
The  university  as  a  whole  is  endowed. 

Senator  Neely.  How  is  it  maintained  ? 

Mr.  Saxon.  Yale  is  maintained  from  three  sources. 

Senator  Neely.  What  are  they  ? 

Mr.  Saxon.  Endowments,  contributions  by  alumni  to  meet  annual 
deficits,  and  by  income  from  the  students  for  rents  and  tuition  fees. 
Before  the  depression  they  worked  on  an  even  balance.  Since  the 
depression  they  have  had  annual  deficits,  which  have  had  to  be  made 
up  by  contributions  from  graduates  of  over  a  million  dollars. 

Senator  Neely.  Can  you  tell  us  the  sources  from  which  five  or  six 
of  Yale's  endowments  were  received  ? 

Mr.  Saxon.  I  cannot.  That  is  something  I  do  not  have  any  occa- 
sion to  investigate.  That  is  the  administrative  branch  of  the  uni- 
versity. I  know  that  the  endowments  are  received  from  various 
sources.  At  one  time  it  was  about  $100,000,000.  Previously  it  was 
over  $200,000,000,  or  approximately  that.  I  don't  know  the  source 
of  it.  I  know  the  dormitories  built  recently,  the  large  Harkness 
dormitories,  were  not  an  endowment.  It  was  just  a  gift  of  plant 
equipment.    ' 

Senator  Neely.  Did  you  ever  receive  an  endowment  from  the 
Carnegie  Foundation? 

Mr.  Saxon.  No  endowment.  Carnegie  does  contribute  from  time 
to  time  funds  for  special  research  studies. 

Senator  Neely.  Do  you  receive  any  from  the  Morgan  group  ? 
Mr.  Saxon.  No.    I  believe  Morgan  is  Harvard. 
Senator  Neely.  Or  any  from  the  Kockefeller'  group  ? 
Mr.    Saxon.  The    Rockefeller    Foundation,    from    time    to    time 
finances,  along  with  the  university,  various  studies  made  by  the 
medical  arts  and  other  departments,  in  regard  to  typhoid  and  things 
of  that  sort. 

Senator  Neely.  Professor,  did  you  come  herd  voluntarily,  or  did 
someone  request  you  to  come? 

Mr.  Saxon.  I  was  invited  down  to  Washington  2  weeks  ago  by 
the  Industrial  Advisory  Board  to  more  or  less  steer  their  program 
u  xT^  S^^A^'  ^'  ^'  ^^  ^^^  hearing  relating  to  the  labor  features  of 
the  N.  K.  A.  I  advised  them  for  about  a  week  and  delivered  a  brief 
address  before  that  body.  The  suggestion  was  made  from  several 
sources  at  that  time  that,  inasmuch  as  this  particular  hearino^  was 
going  on,  It  might  be  of  interest  to  the  committee  to  have  my  "point 
of  view.  /  ^ 

Senator  Neely.  At  whose  request  did  you  appear? 
Mr.  Saxon.  At  nobody's  request.    I  am  here  :of  my  own  accord.     I 
represent  no  one.  •  ^  .    . 
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Senator  Neely.  No  one  at  all  ? 

Mr.  Saxon.  No. 

Senator  Neely.  Are  you  paying  your  own  expenses  ? 

Mr.  Saxon.  My  expenses  are  available  from  two  sources  that  I 
may  collect  if  I  so  desire.  They  told  me  actual  transportation  and 
sustenance  would  be  reimbursed,  if  necessary.^ 

Senator  Neely.  We  are  not  trying  to  scrutinize  your  private  af- 
fairs, but  the  committee  wish  to  know  whether  to  accept  your  state- 
ments as  those  of  a  paid  advocate  or  a  patriotic  volunteer. 

Mr.  Saxon.  I  am  here  because  I  sincerely  believe  in  it. 

Senator  Neely.  You  would  have  a  perfect  right  to  accept  a  fee  for 
coming  here. 

Mr.  Saxon.  There  is  no  fee.  I  will  probably  submit  a  bill  of  $25 
or  $30  for  my  expenses. 

Senator  Neely.  Are  there  any  further  questions? 

Senator  Austin.  You  might  be  interested  to  know  that  one  of  the 
proponents  of  the  30-hour  bill  under  consideration  at  this  time,  Mr. 
Harvey  C.  Fremming,  who  was  appearing  here  as  the  president  of 
the  International  Association  of  Oil  Field,  Gas  Well,  and  Refinery 
Workers  of  America,  asked  this  committee  to  consider  your  testimony 
that  appears  in  the  transcript  of  the  hearing  before  the  Petroleum 
Labor  Policy  Board,  at  page  202. 

Mr.  Saxon.  I  have  not  seen  it. 

Senator  Austin.  You  did  not  know  that,  did  you? 

Mr.  Saxon.  No.  .m 

Senator  Austin.  To  that  extent,  at  least,  the  proponents  of  this 
bill  have  vouched  for  you. 

I  want  to  ask  you  if  your  views,  as  expressed  in  that  statement 
made  by  you  and  in  your  cross  examination  on  January  10,  1935, 
which  Mr.  Fremming  caused  to  be  filed  with  this  committee  as  evi-^ 
dence,  remain  today  as  you  stated  them  then  ? 

Mr.  Saxon.  They  do,  with  this  qualification,  sir;  that  the  original 
transcript  sent  up  to  me  was  rather  mutilated,  and  I  rather  amended 
it  in  accordance  with  the  original  presentation.  I  corrected  the 
stenographic  record. 

Senator  Austin.  I  am  not  referring  to  stenographic  errors.  I  am 
referring  to  the  substance  of  it. 

Mr.  Saxon.  Yes;  of  course,  stenographic  errors  might  change  the 
substance. 

Senator  Austin.  Yes ;  but  subject  to  stenographic  errors,  does  that 
represent  your  views  today  as  well  as  it  did  then  ? 

Mr.  Saxon.  Exactly. 

Senator  Austin.  I  ask  to  have  this  whole  stenographic  record  of 
your  statement  considered,  not  printed,  but  considered  in  connection 
with  this  examination. 

Senator  Neely. Very  well. 

Senator  Austin.  Yes;  Mr.  Fremming  brought  in  three  sets  of 
them. 

(Discussion  off  the  record.) 

Senator  Austin.  You  just  made  a  statement  off  the  record.  I 
should  like  to  have  it  on  the  record.  Will  you  kindly  repeat  the 
statement? 
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T  «^n;  pt1?.     With  reference  to  my  testimony  before  the  Petroleum 

seen  it  f^^7.  r-'^',\""  "t^'^!  ^^''"gh  ^  have  not  personally 
v«Hn.. '  "^?:"^  ^">''  Publications  have  taken  sentences  from 

various  paragraphs  and  put  them  together  as  if  it  were  a  comoosite 
paragraph  so  as  to  give  quite  a  different  interpretation  than  would 
be  obtained  by  reading  the  original  context. 

benator  Neely.  Are  there  any  further  questions  ? 

bena.tor  Hatch.  I  want  to  ask  a  question  or  two. 

1  gathered  from  what  you  said  in  relation  to  the  construction  in 
dustry  and  the  reduction  of  wages,  that  the  reason  for  that  was  that 
you  believe  the  cost  of  materials  and  labor  had  advan^d  in  that 
?ore!?u"nr^  '""'■^  ^^P'^'^'  *^""  •"  ^^l^^--  lines  and  were  the,^- 

Mr.  Saxon.  Yes. 

of  t"i"th?t^^u"favo?? "  '^  '*  ""^  «  ^---^  P^'l-y  of  reduction 
Mr.  Saxon.  I  do  not  favor  a  general  reduction  of  waffes 

Mr.  Saxon.  That  is  right. 
Senator  Hatch.  That  is  what  you  meant? 

Mr.  Saxon.  Yes.    That  would  induce  others  to  -o  into  the  field 
si"n„t^'  Government  is  trying  to  carry  the  whole  foad  ^ 

benator  Hatch.  If  you  could  bring  the  low  level  un  to  the  h;„l. 
It  would  have  the  same  effect,  would  ft  not«  ^  '^^' 

Mr.  Saxon.  It  would  have  the  same  effect 
mTsav^'^T-  \7  ^°»ld  not  object  to' that,  would  you? 

Mr.  Saxon.  I  am  perfectly  willin<r  to  o-o  into  ;*      t  tk;  i,  *.- 
were  fully  justified  at  the  time  thev  were  adopted      Thei  *^^ 

questions.    One  was  the  N.  E.  A.  a^nd  Se  oJhTr  was  t^e  aSTtur'al 
program.    I  think  the  net  result  of  N  R  A   LT  Wr^  ,f„T        u, 

Trt otrSo.s^ndTfv-'^'n^^^.^''^-^^  "^-"ed''  £ 
p±q  STrhVeti^i'vVSs  Zn\z^i-r^a^,: 

tion  of  industry.    It  should  not  be  uniform  inTlf  industries    but 

LttlyPSrant^H^^S^"'"^*"^^-  T*^"-^  *>?«  circZsuSs'par- 
ucmariy  warrant  it,  with  Government  control  to  see  that  therp  iq 

n^o^t^gougmg  of  the  public  or  unfair  practices  toward  com^^^^^^^^     or 

So  far  as  the  agricultural  program  is  concerned,  that  is  somethinc^ 
I  feel  more  keenly  about,  because  I  was  in  international  trSorf 

«nT^'  f  ^^'''''  L^'T  ^^^  ^''^''^  restriction  scheme  on  rubber 
and  the  Japanese  silk  scheme,  and  I  saw  others.  It  is  just  a  a ues 
tion  of  how  long  we  are  going  to  continue.     Secretary^  Wallace  L 

raueyion'l'f^l :'''?''  ^'  T  ^'^^  ^^^^  ^'  wants  Vor  not,  fs 
a  question.     If  we  are  to  gear  down  and  restrict  the  consumption 
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of  cotton,  then  cotton  labor  must  be  absorbed  somewhere  else  or  <ro 
down  to  a  lower  standard  of  living.  Every  nation  under  pressure 
has  tried  to  relieve  its  own  people.  In  France  we  had  until  a  few 
months  ago  a  gold  price  of  $2.30  for  wheat.  They  were  gouging 
their  own  people  so  that  France  could  export  more,  'import  less,  and 
develop  a  favorable  trade  balance.  But  what  happened?  After  a 
period  of  3  years  of  that  the  French  Parliament,  realizing  the  policy 
was  costing  them  something  lil^e  $50,000,000  a  year,  and  they  were 
developing  surplus  stocks,  and  farmers  were  producing  more*  wheat 
than  France  could  consume,  came  back  to  the  wheat  markets  of  the 
world. 

Senator  Neely.  The  subcommittee  will  adjourn  until  10:  30  tomor- 
row morning. 

(Whereupon,  at  4: 45  p.  m.,  the  subcommittee  adjourned  until  the 
following  day,  Tuesday,  Feb.  12,  1935,  at  10:  30  a.  m.) 
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TUESDAY,   FEBRUARY   12,   1935 

United  States  Senate, 

Subcommittee  of  the 
Committee  on  the  Judiciary, 

Washington,  Z>.  0. 

The  subcommittee  met  pursuant  to  adjournment  in  the  committee 
room,  Capitol,  at  10:30  a.  m.,  Senator  M.  M.  Neely  (chairman) 
presiding. 

Present:  Senators  Neely  (chairman)  and  Au3tin. 

STATEMENT  OF  JAMES  A.  EMERY,  WASHINGTON,  D.  C,  REPRE- 
SENTING THE  NATIONAL  ASSOCIATION  OF  MANUFAC- 
TURERS 


Mr.  Emery.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  am 
appearing  in  behalf  of  the  National  Association  of  Manufacturers 
of  the  United  States,  a  national  organization  of  men  engaged  in 
various  forms  of  manufacturing  in  substantially  all  the  States  of  the 
Union.  I  appear  likewise  in  behalf  of  a  list  of  associations  cooperat- 
ing with  them  in  the  presentation  of  their  views  with  respect  to 
S.  87  pending  before  you.  I  file  herewith  a  list  of  the  associations  I 
am  authorized  to  represent. 

Senator  Neely.  It  will  be  printed  in  the  record. 

(The  list  referred  to  is  as  follows:) 

National  Association  of  Manufacturers,  11  West  Forty-second  Street,  New 
York. 
National  Founders  Association,  Chicago,  III. 
National  Metal  Trades  Association,  Chicago,  111. 
National  Erectors  Association,  New  York. 
Association  Industries  of  Alabama,  Birmingham,  Ala. 
Associated  Industries  of  Kansas,  Topeka,  Kans. 
Associated  Industries  of  Kentucky,  Louisville,  Ky. 
Associated  Industries  of  Maine,  Portland,  Maine. 
Associated  Industries  of  Massachusetts,  Boston,  Mass. 
Associated  Industries  of  Missouri,  St.  Louis,  Mo. 
Associated  Industries  of  Montana,  Butte,  Mont. 
Associated  Industries  of  Florida,  Jacksonville,  Fla. 
Associated  Industries  of  New  York  State,  Buffalo,  N.  Y. 
Associated  Industries  of  Oklahoma,  Oklahoma  City,  Okla. 
Associated  Industries  of  Vermont,  Rutland,  Vt. 
Colorado  Manufacturers  &  Merchants  Association,  Denver,  Colo, 
Georgia  Manufacturers  Association,  Atlanta,  Ga. 
Indiana  Manufacturers  Association,  Indianapolis,  Ind. 
Iowa  Manufacturers  Association,  Des  Moines,  Iowa. 
Louisiana  Manufacturers  Association,  New  Orleans,  La. 
Manufacturers  Association  of  Connecticut,  Hartford,  Conn. 
Manufacturers  Association  of  New  Jersey,  Trenton,  N.  J. 
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Manufacturers  Association  of  Wilminj-ton,  Wilmington,  Del. 

Manufacturers  &  Employers  Association  of  South  Dakota,  Sioux  Falls,  S.  Dak. 

Manufacturers  &  Merchants  Association,  Portland,  Oreg. 

Michigan  Employers  Association,  Detroit,  Mich. 

Minnesota  Employers  Association,  St.  Paul,  Minn. 

Nebraska  Manufacturers  Association,  Lincoln,  Nebr. 

New  Hampshire  IManufacturers  Association,  Manchester,  N.  H. 

Ohio  Manufacturers  Association,  Columbus,  Ohio. 

Tennessee  IManufacturers  Association,  Nashville,  Tenn. 

Texas  Manufacturers  Association,  San  Antonio,  Tex. 

Virginia  Manufacturers  Association,  Richmond,  Va. 

Mr.  Emery.  These  are  organizations  of  manufacturers  in  some  35 
States  in  the  Union,  and  also  national  industrial  associations  of 
foundries,  like  the  National  Foundries  Association,  representing  the 
membership  of  a  great  many  of  the  large  foundries  of  the  United 
States;  and  the  National  Metal  Trades  Association,  representing 
through  its  branches  in  manv  cities  and  States  a  large  aggregation 
of  those  engaged  in  the  metal  industries  of  the  United  States.  They 
are  employers  at  the  present  time  of  several  million  of  men  and  they 
are  deeply  interested  in  the  nature  of  this  measure,  Mr.  Chairman. 
Not  only  the  economic  features  which  have  been  presented  to 
you  by  those  who  c^n  speak  with  professional  authority  upon  that 
subject,  but  also  in  the  principles  of  Government  control  and  regu- 
lation which  are  vital  issues  in  this  measure. 

They  feel  a  deep  and  abiding  interest,  not  merely  because  of  the 
effect  this  policy  will  have  upon  employment  in  the  United  States, 
but  because  of  the  principles  of  control  which  will  vitally  affect 
the  future  conduct  of  manufacturing  in  the  United  States.  And 
also  because  we  feel  it  will  multiply  the  many  uncertainties  which 
have  greatly  clouded  our  future  and  make  it  more  difficult  for  the 
industries  of  the  United  States  to  move  forward  as  they  normally 
function. 

Therefore,  Mr.  Chairman,  with  your  permission,  I  will  discuss 
the  form  and  the  legal  effects  of  this  measure,  confining  myself  to 
the  question  of  power  involved  since  you  have  had  authoritative 
discussions  on  the  question  of  the  policy. 

I  approach  it  with  a  deep  sense  of  the  responsibility  that  devolves 
upon  me  to  present  tlie  views  of  these  organizations  with  respect  to 
these  fundamental  principles  of  government.  I  trust  the  committee 
will  be  indulgent  enough  to  permit  me  to  consider  the  form  of  the 
bill  and  the  principles  involved  in  it.  I  feel  confident  that  when 
the  committee  realizes  the  serious  character  of  the  principles  of 
control  here  involved  you  will  realize  that  for  the  first  time  in 
the  history  of  our  Government,  or  of  any  government,  that  rests 
upon  free  institutions  we  are  confronted  with  a  form  of  control 
without  precedent  in  the  history  of  national  authority. 

I  will  ask  you  first  to  note  the  form  of  the  bill.  Its  genesis  is 
found  in  the  original  proposal  of  Senator  Black,  S.  5267,  in  the 
Seventy-second  Congress,  first  session. 

The  first  section  of  this  bill  is  the  substance  of  that  measure.  But 
in  form  and  in  its  exceptions  and  the  penalties  it  is  greatly  changed 
by  the  additional  drastic  methods  of  enforcement  and  proposals  of 
additional  control  which  the  present  measure  carries. 

The  first  section  prohibits  the  shipping,  transportation,  or  deliv- 
ery in  interstate  commerce  of  the  products  of  six  classes  of  estab- 


THIETY-HOUR   WORK   WEEK 


225 


lishments,  there  defined,  which,  with  one  or  more  exceptions,  may 
not  work  their  employees  more  than  5  days  a  week  or  6  hours  a  day. 
These  labor  standards  are  further  extended  to  various  agreements, 
and  codes  of  competition  which  have  been,  or  which  may  here- 
after, be  approved,  prescribed,  or  issued  under  the  provisions  of  the 
National  Industrial  Recovery  Act. 

In  other  words,  the  provisions  of  section  4  of  this  bill  would  under- 
take to  introduce  or  include  within  the  labor  provisions  or  standards 
of  section  1  of  this  bill  certain  amendments  to  the  provisions  of  such 
codes  as  mav  have  been  or  may  hereafter  be  approved  by  the  Presi- 
dent of  the  United  States.  It  would  compulsorily  amend  548  codes 
which  were  approved  up  to  February  2,  1935,  under  title  I  of  section 
3  (a)  of  the  National  Industrial  Recovery  Act,  and  19  additional 
codes  which  have  been  negotiated  and  approved  under  the  same  act 
under  section  8  (b),  which  relates  to  the  Agricultural  Adjustment 
Act  and  authorizes  the  President  by  Executive  order  to  delegate  his 
authority  to  the  Secretary  of  Agriculture  to  negotiate  and  control 
and  approve  all  codes  relating  to  all  those  industries  m  the  agricul- 
tural field. 

In  addition  to  that,  this  bill  would  amend  by  a  compulsory  inser- 
tion of  its  labor  standards  all  the  voluntary  employment  agreements 
which  have  been  negotiated  by  the  President  with  various  individual 
employers  throughout  the  United  States.  A  great  portion  of  these 
were  made  prior  to  the  negotiation,  formulation,  and  approval  of  the 
648  codes  to  which  I  have  referred.  These  individual  forms  of  em- 
ployment agreements  which  the  President  offered  the  employers  of 
the  United  States,  the  terms  of  which  were  voluntarily  accepted, 
which  would  be  compulsorily  amended  by  the  introduction  into  them 
of  these  standards  of  employment  which  are  not  at  present  part  of 
them.  In  order  that  you  may  understand  the  wide-spread  effect  of 
that,  it  would  include  about  90  percent  of  the  employers  of  the  United 
States  who  are  at  present  operating  under  these  codes. 

The  bill  excludes  the  Government,  the  railroads,^  agriculture,  pro- 
fessional service,  and  domestic  servants.  In  addition,  the  bill  by 
section  2  (a)  prohibits  the  purchase  by  the  United  States  or  any  of 
its  agents  of  any  article  or  commodity  from  any  business  enterprise 
operating  contrary  to  any  of  the  provisions  of  the  act,  and  specifically 
the  six  classes  of  production  which  are  enumerated  in  section  1. 

I  call  particular  attention  to  the  fact  that  throughout  this  bill  a 
distinction  is  shown  in  the  restrictions  and  penalties  imposed  by  its 
terms  upon  the  six  forms  of  employment  enumerated  in  section  1  of 
the  bill,  and  all  other  forms  of  employment  which  by  the  amend- 
ments of  the  codes  are  brought  under  the  operation  of  its  labor 
standards.  These  distinctions  will  become  important  later  in  con- 
sidering the  legal  effect  of  this  measure. 

Not  only  is  the  United  States  or  smj  of  its  agents  prohibited  from 
purchasing  from  any  business  enterprise  which  operates  contrary  to 
any  of  the  provisions  of  this  act,  but  all  contracts  for  public  works 
must  stipulate  as  a  part  of  the  agreement  that  contractors  will  not 
purchase  or  use  any  articles  or  commodities  from  a  business  enter- 
prise which  violated  any  provision  of  this  act,  and  specifically  the 
six  classes  of  employment  enumerated  in  section  1. 
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And  the  Government  is  prohibited  from  making  or  renewing  any 
loan  to  any  employer  included  in  section  1,  operatmg  in  violation  of 
the  labor  standards  of  this  act.  This  is  confined  to  the  six  types  of 
employers  enumerated  under  section  1  of  the  bill.  It  does  not 
specify  whether  failure  to  conform  to  this  requirement  on  the  part 
of  any  of  the  emplovments  within  the  code  which  are  brought  within 
the  operation  of  this  bill  by  the  fourth  section  would  be  a  violation 
of  the  act. 

The  credit  of  the  Government  is  thus  withdrawn  from  any  em- 
ployer who  violates  the  labor  standards  mentioned  under  section  1 
and  who  is  enumerated  in  that  section.  Such  employers  are  required 
to  agree,  if  they  make  application  for  a  loan,  as  a  condition  thereto, 
that  if  they  should,  after  making  that  agreement,  violate  any  of 
the  labor  standards  required,  the  principal  of  the  loan  shall  immedi- 
ately become  due  and  payable.  That  is  a  very  severe  penalty,  in 
addition  to  others  provided  in  the  act.  ^ 

Then  there  is  a  broad  criminal  provision  which  constitutes  section 
6  of  the  act.  It  is  in  a  somewhat  unusual  form,  because  it  not  only 
makes  any  violation  of  any  provisions  of  this  act  a  crime  punishable 
by  a  $200  fine  or  3  months  imprisonment,  or  both,  but  it  makes  the 
failure  to  comply  with  any  requirement  of  the  act  equally  a  criminal 
offense.  In  other  words,  the  act  provides  that  the  failure  of  any 
person  to  operate  within  the  labor  standards  set  out  under  section 
1  would  be  a  violation  of  the  law,  but  the  failure  to  conform  to  any 
of  the  stipulations  which  have  been  made  by  private  contractors, 
the  failure  to  conform  to  the  requirements  in  applications  for  loans 
to  pay  the  principal  upon  the  violation  of  any  oi  the  labor  standards 
of  the  act,  would  in  themselves  constitute  a  criminal  violation  of  the 
act.  The  failure  on  the  part  of  any  person  to  put  into  effect  and  to 
immediately  operate  under  the  provisions  of  the  law  would  con- 
stitute a  violation  of  the  act  by  a  failure  to  conform  to  its  require- 
ments. That  would  be  equally  applicable  to  all  voluntary  agree- 
ments that  have  been  made  with  the  President  by  thousands  of 
employers  throughout  the  United  States  in  everv  form  of  industry, 
particularly  small  industries  which  have  not  yet  been  codified. 

In  that  connection  there  is  a  further  provision  which  makes  it 
unlawful,  and  therefore  brings  it  within  the  criminal  provision,  for 
any  employer  who  is  subject  to  the  provisions  of  the  bill  and  who, 
on  the  date  of  application  for  a  Government  loan,  shall  directly  or 
indirectly  reduce  any  daily  or  weekly  wage  which  is  in  existence  at 
the  time  with  reference  to  any  employee,  until  a  reasonable  oppor- 
tunity had  been  afforded  for  all  the  employees  through  representa- 
tives of  their  own,  selected  by  a  majority,  to  discuss  and  consider 
with  the  employer  all  questions  arising  out  of  any  proposed  reduc- 
tion, in  view  of  the  reduction  in  hours  of  labor  which  the  bill  compels. 

There  are  three  exceptions  to  the  operation  of  this  act  which,  of 
course,  is  distinct  from  the  original  Black  bill,  which  contains  a 
number  of  exceptions,  including  perishable  products,  newspapers  and 
periodicals,  and  certain  forms  of  food.    This  bill  excepts  from  its 

feneral  operation  only  agricultural  products  for  first  sale  in  the 
ands  of  the  original  producer.  And  second,  under  section  1,  it 
excepts  from  the  operation  of  that  section,  on  application  to  the 
Secretary  of  Labor,  certain  specific  persons  where  upon  applica- 
tion to  the  Secretary  of  Labor  the  employer  may  give  satisfactory 


proof  that  due  to  special  conditions  they  are  essential  to  the  opera- 
tion of  the  industry.  Finally,  by  enumeration  of  the  industries,  there 
is  exclusion  of  railroads,  profession  and  domestic  servants. 

One  of  the  first  questions  that  arises,  gentlemen,  in  connection  with 
this  bill,  and  one  of  serious  importance  to  the  bill  itself,  is  whether 
or  not  the  provisions  of  section  1  apply  to  municipalities  and  States 
or  the  Federal  Government,  or  whether  it  applies  only  to  the  forms 
of  employment  which  are  enumerated  in  section  1.  It  is  to  be  ob- 
served that,  by  the  language  of  section  1,  the  prohibition  against 
the  introduction  of  conmiodities  produced  in  violation  of  the  terms 
of  the  act  into  interstate  commerce,  applies  to  mines,  quarries,  mills, 
canneries,  workshops,  all  factories  or  manufacturing  establishments 
^'  situated  in  the  United  States."  It  does  not  use  the  words  "  private 
establishments."  It  nowhere  defines  the  term  "  employer  "  through- 
out the  act.  There  is  no  means  of  determining  from  its  context 
whether  it  applies  to  public  as  well  as  to  private  employment.  But 
I  if  it  applies  to  any  person  who  operates  any  one  of  the  enumerated 
establishments  "  situated  in  the  United  States  ",  it  is  fair  to  assume, 
since  the  Government  is  lending  money  in  large  sums  to  municipali- 
ties and  to  States  and  is  itself  engaged  through  public  agencies  in 
many  forms  of  industrial  operation,  is  employing  persons  engaged  in 
acts  of  production,  is  operating  manufacturing  establishments,  mills, 
and  so  forth,  in  connection  therewith,  it  is  quite  possible  that  it  is 
intended  to  apply  to  public  employment  to  the  extent  that  such  pub- 
lic employment  operates  the  kind  of  establishments  enumerated  in 
section  1. 

If  it  does  so,  then,  of  course,  any  loans  that  can  be  made  to  manu- 
facturing establishments  which  are  conducted  by  the  United  States 
or  by  any  local  government  become  subject  to  the  provisions  of  this 
act.  If  that  is  not  true,  and  it  does  not  apply  either  to  the  Federal 
Government  or  to  local  governments  operating  any  of  these  estab- 
lishments— and  the  committee  will  take  notice  that  the  Government 
is  lending  large  sums  of  money  to  the  municipalities  and  States  for 
the  purpose  of  assisting  them  in  undertaking  the  establishment  as 
f  well  as  the  operation  of  the  forms  of  production  which  would  consti- 
tute a  manufacturing  establishment — I  say,  if  the  other  alternative 
is  not  true  and  it  does  not  apply  to  them,  then  there  is  a  very  arbi- 
trary distinction  between  the  limitations  that  are  to  be  placed  upon 
the  six  enumerated  forms  of  private  employment  and  other  commer- 
cial establishments  otherwise  brought  within  the  terms  of  the  bill, 
and  the  Government  itself. 

The  National  andj  local  governments  employ  nearly  3,000,000 
persons.  It  would  be  an  arbitrary  discrimination  if  they  are  setting 
up  a  control  and  a  regulation  of  hours  of  labor  which  they  do  not 
apply  to  themselves,  although  the  law  requires  it  of  the  six  enu- 
merated types  of  industry.  The  policy  is  of  such  a  nature  that  it 
seems  to  me  the  terms  of  the  act  should  apply  equally  to  forms  of 
public  employment  as  well  as  private  employment. 

I  ani  not  dealing  now  with  the  general  employees  of  either  State 
or  National  Governments,  I  am  calling  your  attention  to  those  forms 
of  employment  which  are  within  the  operation  of  section  1,  and  in 
which  the  Federal  Government,  and  more  particularly  the  State  and 
local  governments  which  are  receiving  loans  from  the  United  States, 
are  stimulated  by  those  loans  to  become  and  are  actually  engaged  at 


228 


THIRTY-HOUR   WORK    WEEK 


the  present  time  in  the  operation  of  what  may  well  be  considered 
manufacturing  establishments. 

You  will  observe  further,  Mr.  Chairman,  that  no  general  exceptions 
appear  in  this  bill.  That  any  form  of  overtime  is  prohibited.  That 
no  employer  can  without  penalty,  no  matter  how  many  employees 
he  may  have,  require  or  permit  any  single  employee,  except  execu- 
tives, general  officers,  and  superintendents,  and  their  immediate  as- 
sistants, to  be  employed  in  excess  of  the  standard  provided  in  this 
act,  without  incurring  all  its  penalties.  The  bill  applies  just  as  fully 
if  1  person  is  so  employed  although  there  may  be  500  others,  as 
though  50  or  500  were  employed. 

It  is  much  more  drastic  than  the  Child  Labor  Act  which  was  invali- 
dated by  the  Supreme  Court  of  the  United  States  in  1922.  That  act 
applied  to  products  to  which  the  labor  of  the  forbidden  person  had 
been  applied  within  30  days  of  their  shipment  in  interstate  commerce. 
Here  the  prohibition  remains  as  long  as  the  act  is  in  operation,  and 
the  life  of  this  act,  according  to  its  present  terms,  is  2  years.  That 
means  that  not  only  such  product  may  be  prohibited  from  being  intro- 
duced, shipped,  delivered,  or  transpoi-ted  in  interstate  or  foreign 
commerce;  but  it  means,  of  course,  that  any  carrier  which  receives 
it,  whether  by  air,  by  water,  by  road,  or  by  rail,  equally  violates  the 
provisions  of  the  act. 

If  any  of  the  commodities  or  articles  which  have  been  produced 
under  the  forbidden  conditions  get  into  the  hands  of  distributors 
or  wholesale  or  retail  merchants,  they  may  not  in  turn  ship  them  in 
interstate  or  foreign  commerce  or  send  them  by  mail,  if  the  ^oods 
have  not  been  produced  under  the  conditions  required  under  section  1. 
So,  there  is  here  the  most  complete  prohibition  that  could  be  formu- 
lated against  the  introduction,  the  delivery,  or  the  transportation  in 
any  form  in  interstate  or  foreign  commerce  of  any  goods  which  have 
been  produced  under  the  forbidden  terms  of  the  bill. 

That  limitation,  you  will  observe,  which  is  provided  under  penalty 
for  these  specified  forms  of  production,  will  equally  apply  to  all  other 
industries  operating  under  codes  today — that  is  substantially  all  the 
industries  in  the  United  States,  through  the  compulsory  amendment 
of  their  codes. 

Section  1  of  this  proposed  bill  is  a  regulation  of  commerce,  which 
is  accomplished  by  excluding  from  the  commerce  of  the  United  States 
any  commodity  produced  under  the  forbidden  conditions,  irrespective 
of  the  nature  or  inherent  quality  of  that  commodity.  It  may  differ 
in  no  way  from  commodities  which  are  produced  in  31  or  32  or  40 
hours.  The  act  contains  not  only  a  positive  prohibition  against  the 
introduction  into  commerce  of  the  forbidden  commodities,  but  a  boy- 
cott by  the  Government  of  the  United  States  against  any  goods  pro- 
duced in  contravention  of  these  terms,  and  a  deprivation  of  the  credit 
of  the  United  States  which  may  otherwise  be  afforded  to  other  forms 
of  employment. 

You  will  take  notice  that  the  major  loans  that  have  been  made 
are  not  being  made  to  producing  industries.  They  have  been  made 
to  transportation  industries,  insurance  companies  which  are  the 
fiduciary  trustees  of  vast  funds  of  the  people  of  the  United  States 
and  their  savings  which  they  have  accumulated  to  protect  them- 
selves and  their  families  against  the  hazards  of  death  or  ill  health 
or  injury.    So  that,  if  this  were  a  valid  regulation  of  commerce  by 
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its  terms,  it  nevertheless  would  be  a  very  arbitrary  discrimination 
in  the  penalties  which  are  provided  in  relation  to  the  use  of  Govern- 
ment credit,  as  a  means  of  enforcing  the  act. 

Finally,  you  will  observe  that  the  bill  by  its  terms  and  operating 
effect^  limits  under  these  drastic  penalties,  the  earning  power  of  the 
working  people  of  the  United  States.  It  is  not  merely  a  limitation 
upon  employers.  It  is  a  limitation  upon  all  workers,  since  it  re- 
stricts the  credit  of  the  contractors  who  are  large  employers  of  labor, 
and  while  the  penalty  operates  upon  the  employer  the  restriction 
equally  operates  upon  the  employee. 

Senator  Austin.  Will  you  permit  an  interruption? 

Mr.  Emery.  Certainly. 

Senator  Austin.  Are  you  clear  that  the  penalty  would  not  operate 
upon  the  employee? 

Mr.  Emery.  It  would  operate  upon  the  employee  if  he  undertook 
to  deliver  in  commerce  or  undertook  to  transport  in  commerce  or 
undertook  to  introduce  into  commerce  any  commodity  which  has  been 
produced  under  the  forbidden  conditions  of  section  1;  since  the 
criminal  provisions  of  section  6  operate  to  make  any  person,  whoever 
he  may  be,  a  violator  of  the  act  if  he  introduced  into  interstate  com- 
inerce  any  commodity  which  has  been  produced  under  the  for- 
bidden conditions.  To  that  extent  a  truck  driver,  an  airplane  oper- 
ator, an  express  driver,  or  any  other  person  who  receives  or  trans- 
ports or  delivers  in  any  form  in  interstate  commerce  any  commodity 
produced  within  the  forbidden  terms  would  violate  the  act. 

Senator  Austin.  Let  me  ask  you  this:  Assume  that  one  of  the 
prohibited  articles  was  produced  by  the  labor  of  a  man  who  delib- 
erately exceeded  the  30-hour  limitation,  would  not  that  man  come 
under  the  penalties  of  the  act?     The  penalty  clause  is  rather  broad. 

Mr.  EMEi?Y.  I  think  it  is  broad  enough  to  sustain  a  proceeding 
against  any  person  who  violated  any  of  its  provisions  or  "  fails  to 
comply  with  any  of  its  requirements."  That  is  the  language  that 
has  been  used,  and  I  call  attention  to  the  fact  that  the  criminal  fea- 
tures of  the  act  operate  not  only  aga^inst  violators,  but  against  those 
f  who  fail  to  comply  with  its  requirements.  Any  person  who  works 
more  than  the  allotted  time  fails  to  comply  with  the  requirements 
of  t)ie  act.  Of  course,  the  element  of  deliberation  or  the  intentional 
violation  of  the  act  would  be  a  matter  for  determination  by  the 
body  before  whom  the  prosecution  was  brought. 

There  is  no  procedure  provided  in  this  bill ;  none  whatever.  There 
is  no  provision  for  its  administration,  no  metiiod  of  enforcement 
provided,  except  that  this  is  a  criminal  act  and  presumably  is  to  be 
enforced  like  any  other  criminal  statute  of  the  Unit^  States.  It 
would,  of  course,  obviously,  require  for  its  administration,  a  vast 
police  force.  There  are  something  like  3,000,000  distributors  in  the 
United  States.  There  are  several  hundred  thousand  forms  of  manu- 
facturing. There  is  a  vast  network  of  transportation  agencies.  If 
this  act  were  to  be  enforced  every  one  of  them  would  be  required  to 
be  subjected  to  some  form  of  policing.  It  would  obviously  require 
for  that  purpose  a  vast  police  or  administrative  agency. 

It  would  likewise  require  new  forms  of  administrative  agency  for 
the  purpose  of  reorganizing  and  administering  the  codes  under  the 
changed  conditions  of  operation,  because  the  ultimate  legal  effect 
of  the  measure  that  is  before  you  is  to  totally  destroy  all  of  the  vol- 
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untary  agreements  that  have  been  effectuated,  either  directly  with 
the  President  through  the  so-called  "  reemployment  agreements ", 
which  are  voluntary  agreements  between  the  President  and  thou- 
sands of  employers,  and  under  which  they  are  still  operating,  many 
small  employers,  because  codes  have  not  been  provided  for  them  and 
because  the  codifications  have  not  been  completed.  Secondly,  it 
would  throw  into  confusion  and  chaos  all  the  industries  that  are 
operating  under  codes  compulsorily  amended  by  the  terms  of  the 
act,  and  will  thrust  the  hours  of  labor  provided  by  the  act  into  vol- 
untary agreements  that  have  been  reached  between  the  President  or 
his  administrative  officers  and  all  the  industries,  90  percent  of  which 
are  now  codified  in  548  codes.  It  will  -force  into  them  the  hours  of 
labor  and  the  administrative  requirements  of  this  act.  Yet,  in  con- 
templation of  law,  all  these  agreements  have  been  voluntarily  made 
with  the  President,  through  the  authority  delegated  to  him  in  title  I 
of  the  National  Industrial  Recovery  Act,  and  have  been  negotiated 
with  the  various  industries  through  their  representatives  by  the 
executive  officers  to  whom  the  President  has  delegated  so  much  of 
his  authority  as  was  essential  for  that  purpose  and  have  been  finally 
approved  by  him  and  represent  voluntary  agreements  arrived  at 
between  those  industries  and  the  President. 

The  difficulties  of  negotiation,  the  factual  circumstances  that  have 
been  required  to  be  assembled  in  consideration  of  the  proposals  by 
the  representatives  of  labor  and  of  industry  in  the  formulation  of 
all  these  codes,  all  represent  a  vast  undertaking.  They  will  apply 
today  to  some  25,000,000  persons  engaged  in  employment  in  codified 
industries.  / 

Senator  MoCarran.  Is  it  your  judgment  that  these  codes  are  here 
to  stay  ? 

Mr.  Emery.  Of  course,  by  their  terms,  Senator,  they  are  to  expire 
on  the  16th  of  June.  They  are  either  coterminous  with  the  present 
act  or  are  definitely  terminated  by  the  date  fixed  in  the  code  itself. 

Senator  McCarran.  But,  as  a  matter  of  opinion  on  the  part  of 
the  people  generally  and  on  the  part  of  the  public,  do  you  think 
the  benefits  have  been  sufficient  to  warrant  the  belief  that  they  are 
here  to  stay  ?  In  other  words,  it  is  a  new  scheme  we  are  trying.  I 
am  wondering  what  your  opinion  is  on  the  subject. 

Mr.  Emery.  Well,  of  course,  it  is  very  difficult  to  give  more  than 
a  general  answer.  It  is  difficult  to  answer  such  a  general  question, 
because  the  codes  operate  differently  in  different  industries. 

Senator  McCarran.  That  is  true. 

Mr.  Emery.  There  are  codes  that  have  been  formulated  with  great 
care  and  with  much  study  and  negotiation.  Others  have  been  hastily 
put  together,  which  has  caused  costly  repentance  at  leisure.  It  is 
very  difficult  to  make  a  general  observation  in  respect  to  the  codes 
themselves.  Generally  speaking,  they  have  operated  in  accordance 
with  the  care  given  to  them. 

However,  as  a  relief  proposition,  I  want  to  call  your  attention 
to  what  this  bill  proposes  to  do.  It  proposed  to  say  by  the  alleged 
regulations  of  commerce  that  every  voluntary  agreement  in  existence 
today  shall  be  modified  by  the  compulsory  insertion  in  it  of  the  limi- 
tations, without  exception,  except  such  as  shall  be  made  by  the 
Secretary  of  Labor,  with  respect  to  the  standards  provided  in  sec- 
tion 1.    That  excepts  certain  persons  from  the  operation  of  the  act 
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upon  satisfactory  proof  that  there  are  special  conditions  that  require 
their  employment.  There  are  no  other  exceptions.  There  is  no 
provision  for  overtime.  No  man  can  earn  more  than  he  can  gain 
m  30  hours.  That  is  a  restriction  of  the  earning  capacity  of  all 
engaged  in  employment  in  the  United  States  to  the  amount  that  may 
be  earned  in  the  hours  in  which  they  are  permitted  to  work. 

Senator  McCarran.  I  assume  you  have  already  discussed  one 
question  I  have  in  mind.  I  had  hoped  I  might  get  your  view  in 
regard  to  it.  We  have  had  some  evidence  beiore  us  that  the  effect 
of  this  bill  would  be  disastrous  from  an  economic  standpoint.  1 
suppose  you  have  already  discussed  that. 

Mr.  Emery.  No.  I  have  not  discussed  the  economic  aspects.  I 
thought  you  had  such  authoritative  statements  from  competent  pro- 
fessional authorities  on  that  subject  that  I  was  more  concerned 
about  bringing  to  your  attention  the  form  and  substance  of  this 
bill  and  especially  the  legal  principles  involved  as  it  is  presented 
to  you,  I  have  been  discussing  the  form  of  the  bill  and  the  legal 
'  effect  of  its  operation. 

I  want  to  address  myself  to  the  legal  principles  involved  in  the 
bill,  whether  or  not  the  Congress  possesses  the  power  to  do  the 
thing  which  it  here  undertakes  to  do,  irrespective  of  whether  it 
would  be  a  wise  or  an  unwise  thing  to  do  it.  I  have  been  calling 
attention  to  the  difference  between  this  measure  and  the  original 
Black  bill,  which  was  proposed  in  the  Seventy-second  Congress; 
and  pointing  out  the  drastic  penalties  and  methods  of  enforcement 
that  are  here  provided.  The  bill,  as  you  know,  enumerates  six 
forms  of  operation  and  says  they  are  prohibited  from  introduction 
of  articles  or  commodities  into  interstate  or  foreign  commerce  un« 
less  produced  under  the  conditions  named  in  the  bill,  and  prohibits 
every  person  from  undertaking  to  either  transport  or  deliver  such 
commodities. 

I  have  discussed  the  fact  that  these  compulsory  provisions  with 
respect  to  regulation  of  hours  are  thrust  into  every  code  and  a^ree- 
ment,  not  only  those  to  be  proposed  in  the  future,  but  every  "code 
that  has  been  submitted  and  approved  in  the  past,  so  as  to  modify 
the  existing  conditions  of  all  contracts  that  have  been  made  under 
the  authority  of  Congress  by  the  President.  These  exceedingly 
severe  and  drastic  penalties  provided  in  the  bill,  further  extend  to 
depriving  of  Government  credit  the  six  types  of  industry  mentioned 
m  the  bill  under  certain  conditions,  and  the  United  States  Govern- 
ment is  prohibited  from  purchasing  directly  or  through  contract 
any  commodities  or  articles  which  may  be  produced  in  violation 
of  these  provisions. 

If  I  may,  I  want  to  bring  to  the  committee's  attention  now  the 
propositions  that  are  involved  in  this  type  of  regulation,  which  has 
at  least  three  very  distinct  results.  First,  it  undertakes  to  exclude 
from  commerce  and  to  penalize  the  introduction,  shipment,  or  de- 
i^T-^i"^  ^^^u  ^"^^  commodity  or  article  that  is  produced  under  the 
forbidden  labor  conditions;  second,  it  undertakes  to  compulsorily 
introduce  into  all  voluntary  agreements  that  have  been  made  be- 
tween the  President  and  the  industries  or  individuals  the  labor  pro- 
visions of  this  bill,  and  to  penalize  any  person  who  does  not  conform 
to  those  requirements  or  who  subsequently  violates  any  provision  of; 
and,  third,  it  undertakes  to  abrogate  the  liberty  of  contract  between 
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employer  and  employee,  which  we  believe  to  be  a  distinct  violation 
of  the  due  process  clause  of  the  fifth  amendment. 

Much  of  the  discussion  that  has  accompanied  this  bill,  and  which 
accompanied  the  discussion  in  the  Senate  on  the  provisions  of  the 
so-called  "  oil  bill ",  has  proceeded  in  part  on  the  theory  that  the 
right  to  engage  in  commerce  between  the  States  is  conferred  by  Con- 
gress, or  by  the  Constitution.  That  it  may  be  restricted  by  Congress, 
and  that  the  Congress  may,  if  it  pleases,  exclude  from  introduction 
and  transportation  in  commerce,  foreign  or  domestic,  any  article  it 
pleases  without  any  reason  therefor  and  irrespective  of  the  nature  of 
the  article  itself. 

I  beg  to  call  to  your  attention  the  fact  that  the  right  to  engage  in 
interstate  or  foreign  commerce  is  derived  not  from  Congress,  nor 
from  the  Constitution,  but  that  it  existed  before  the  Constitution 
came  into  existence.  It  was  recognized  by  it,  and  the  authority  to 
regulate  it,  within  limits  prescribed  in  the  Constitution,  was  granted 
by  the  people  and  the  States  themselves;  that  the  purpose  of  that 
grant  was  to  preserve  and  promote  intercourse  between  the  States 
and  between  the  people,  which  had  been  frustrated  and  prevented 
by  the  relation  between  the  Colonies,  from  the  surrender  at  York- 
town  to  the  adoption  of  the  Constitution,  to  such  extent  that  it 
threatened  civil  war  between  the  Colonies  that  had  fought  together 
for  their  own  independence. 

I  call  attention  to  the  Articles  of  Confederation  themselves,  which 
preceded  the  adoption  of  the  Constitution.  The  fourth  article  of 
confederation  provided  that: 

The  better  to  secure  and  perpetuate  mutual  friendship  and  intercourse  among 
the  people  of  the  different  States  of  the  Union,  the  free  inhabitants  of  each  of 
these  States,  paupers,  vagabonds,  and  fugitives  from  justice  excepted,  sh.ill  be 
entitled  to  all  privileges  and  immunities  of  free  citizens  in  the  several  States ; 
and  the  people  of  each  State  shall  have  ingress  and  egress  to  and  from  any 
other  State,  and  shall  enjoy  therein  all  the  privileges  of  trade  and  commerce, 
subject  to  the  same  duties,  impositions,  and  restrictions  as  the  inhabitants 
thereof,  respectively ;  provided,  that  such  restrictions  shall  not  extend  so  far 
as  to  prevent  the  removal  of  property  imported  into  any  State  to  any  other 
State,  of  which  the  owner  is  an  inliabitant ;  provided,  also,  that  no  imposition, 
duties,  or  restrictions,  shall  be  laid  by  any  State  on  the  property  of  the  United 
States,  or  either  of  them. 

The  Articles  of  Confederation  attempted  to  preserve  intercourse 
between  the  States  in  behalf  of  all  tlifi  citizens.  It  was  the  failure  to 
enforce  that  right  that  led  to  the  serious  condition  which  developed 
when  Washington  and  the  Commissioners  of  Maryland  met  in  the 
ancient  parish  house  at  Alexandia,  and  later  at  Annapolis,  and 
finally  to  the  convention  which  formulated  the  Constitution  of  the 
United  States. 

This  was  a  critical  period  in  American  history  in  which  the  fric- 
tions between  the  Colonies  became  so  acute  that,  because  of  the  re- 
strictions placed  upon  citizens  by  the  various  Colonies,  one  colony 
would  levy  an  embargo  against  another.  Thus,  the  Colony  of  Con- 
necticut levied  an  embargo  against  New  Jersey,  New  Jersey  against 
New  York,  and  New  York  against  New  Jersey,  and  bitterness  be- 
tween the  Colonies  became  so  great  that  they  were  on  the  verge  of 
civil  war.  This  is  graphically  described  by  Fisk  in  his  "  Critical 
Period  of  American  History  ",  in  which  he  emphasized  the  serious- 
ness of  that  situation. 
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Therefore^  when  we  study  the  proceedings  of  the  Constitutional 
Convention,  it  is  easy  to  see  the  attention  that  was  given  to  the 
assuring  free  intercourse  between  the  Colonies  themselves,  and  the 
recognition  of  the  necessity  for  the  protection  of  that  intercourse  and 
subjecting  it  to  the  regulation  essential  to  its  protection  while  pre- 
serving to  the  States  through  the  tenth  amendments  complete  control 
of  their  own  local  affairs;  so  that  we  have  developed  out  of  it  a  form 
of  government  by  which  upon  the  Congress  of  the  United  States 
certain  enumerated  powers  were  conferred,  while  the  States  reserved 
to  themselves  all  the  power  not  thus  conferred,  and  exercised  all 
authority  not  expressly  prohibited  by  the  State  Constitution  itself, 
in  the  exercise  of  authority  that  the  people  had  not  reserved  to  them- 
selves, while  the  Federal  Government  exercised  only  such  authority 
as  had  been  specifically  conferred  upon  it  by  the  Constitution  itseli. 

The  first  great  case  that  came  to  the  attention  of  the  Supreme 
Court  of  the  United  States  was  Gibhons  v.  Ogden^  (9  Wheat.)  in 
which  the  Court  said  : 

In  pursuing  this  inquiry  at  the  bar,  It  has  been  said  that  the  Constitution 
does  not  confer  the  right  of  intercourse  between  States,  and  states  that  right 
derives  its  source  from  those  laws  whose  authority  is  acknowledged  by  civilized 
man  throughout  the  world.  This  is  true.  The  Constitution  found  it  an  exist- 
ing right  and  gave  to  Congress  the  power  to  regulate  it. 

That  goes  distinctly  to  the  proposition,  and  has  been  carried  for- 
ward through  a  long  line  of  cases  holding  that  that  is  a  fundamental 
right,  the  right  of  the  citizen  to  engage  in  commerce  between  the 
States,  and  that  right  may  not  lightly  be  taken  from  them.  In 
all  the  cases  in  which  that  has  been  restricted  the  commodities  in- 
volved by  their  very  nature  were  not  articles  of  commerce,  but  were 
"  outlaws  of  commerce  ",  or,  as  the  Court  has  described  them,  "  con- 
traband of  commerce."  In  every  one  of  these  instances  the  article 
itself  was  in  itself  incapable  of  being  an  article  of  commerce  by  its 
very  nature.  An  explosive  is  not  properly  an  article  of  commerce 
unless  safeguarded,  and  its  transportation  in  commerce  can  properly 
be  restricted. 

I  can  think  of  no  case  before  the  Supreme  Court  of  the  United 
States,  in  which  that  fundamental  proposition  is  involved,  which 
has  not  upheld  the  rule  protecting  intercourse  between  the  States 
and  between  the  States  and  foreign  nations,  in  the  regulation  o^ 
that  commerce  and  of  the  means  by  which  it  is  carried  on.  Tnt3 
courts  have  held  that  commerce  can  be  protected  by  the  exclusion 
of  explosive  or  inflammable  articles  which  threaten  the  very  com- 
merce itself.  It  has  never  been  suggested  until  within  recent  years 
that  any  wholesome  articles  or  commodities  could  be  arbitrarily  ex- 
cluded from  commerce  by  Congress.  I  will  presently  call  attention 
to  the  cases  in  which  that  arose. 

But  let  me  distinguish  first  those  cases  which  are  directly  in  point 
with  this  proposition.  I  observed  the  other  day  the  interesting  dis- 
cussion which  took  place  in  the  Senate  where  various  suggestions 
were  made  with  respect  to  articles  which  had  been  prohibited  from 
commerce,  and  the  reason  given  was  that  was  arbitrarily  done  by  the 
Congress  in  the  exercise  of  its  power  to  exclude  anything  it  pleased. 
There  is  no  suggestion  in  any  case  before  the  courts  of  "arbitrary  " 
exclusion,  except  one  single  instance,  and  that  was  a  case  which  I 
observe  was  called  to  the  attention  of  the  Senate  the  other  day 
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by  the  distinguished  Senator  from  Texas  {Webber  v.  Freed,  239 

Urn     lO.     <J^O)  , 

The  statement  was  made  that  it  involved  the  exclusion  from 
"  interstate  commerce  "  of  fight  films. 

As  a  matter  of  fact,  that  case  does  not  involve  the  exclusion  of 
anything  from  "  interstate  "  commerce.  In  that  particular  case  the 
statute  forbade  the  introduction  from  a  foreign  country  of  fight 
films.  Ever  since  the  beginning  of  this  form  of  government  we 
have  recognized  the  right  of  the  Congress  to  deal  differently  with 
foreign  and  domestic  commerce.  Jefferson  levied  an  embargo  in 
1808  against  all  forms  of  foreign  commerce.  The  right  of  Con- 
gress to  exclude,  arbitrarly  or  otherwise,  any  article  from  any  foreign 
country  has  never  been  questioned.  The  contrary  rule  has  applied 
to  commerce  between  the  States. 

In  this  case  of  Webber  v.  Freed  (239  U.  S.,  325),  when  they  under- 
took to  bring  these  films  into  the  harbor  of  New  York,  and  undertook 
to  secure  an  order  against  their  exclusion,  it  was  denied.  The  courts 
promptly  upheld  the  authority  of  Congress  to  prohibit  the  importa- 
tion of  any  article  in  foreign  commerce,  and  declined  to  give  any 
consideration  to  the  matter  at  all. 

A  second  class  of  cases  in  support  of  this  proposition  involves  a 
prohibition  of  the  shipment  of  wild  game  from  various  States,  either 
by  the  act  of  the  State  itself  in  prohibiting  its  introduction  into  com- 
merce, or  by  the  Congress  itself  in  prohibiting  the  shipment  of  such 
wild  game  when  illegally  killed  in  the  State  from  which  it  was 
shipped. 

The  first  great  case  involving  that  principle  is  found  in  re  Geer 
(161  U.  S.),  opinion  by  Mr.  Justice  White,  and  the  case  of 
LaCoste  (?)  v.  Conservation  Commission  of  Louisiana  (263  U.  S.). 
In  these  cases  certain  regulations  were  adopted  resting  on  recognition 
that  the  title  to  all  wild  game  is  lodged  in  the  State  in  behalf  of  the 
people,  and  it  could  not  be  reduced  to  possession  or  removed  upon 
such  conditions  as  were  fixed  by  the  State.  It  was  held  that  subject 
to  such  regulations  it  was  proper  for  the  State  to  prohibit  killing 
or  taking  it  out  of  the  States,  and  the  State  could  regulate  the  con- 
ditions under  which  it  could  be  taken  and  possessed  or  be  moved 
from  point  to  point,  either  within  the  State  or  to  some  other  State. 

In  the  second  class  of  cases  it  was  asserted  that,  because  a  man 
was  engaged  in  commerce,  or  intended  to  engage  in  commerce,  or  to 
produce  for  distribution  in  commerce,  therefore  his  local  operations 
were  subject  to  control  through  the  commerce  clause  because  his 
major  operations  were  commercial.  I  exclude  those  cases  in  which 
the  movement  of  commerce  and  the  control  of  it  were  so  inter- 
mingled, in  cases  like  the  Shreveport  case,  where  regulation  of  the 
article  involved  a  local  regulation. 

These  cases  were  illustrated  perhaps  best  of  all  in  the  so-called 
"  Employers'  Liability  Case:'  That  was  a  case  in  207  U.  S.,  463. 
That  was,  as  you  will  remember,  the  first  statute  which  Congress 
enacted  fixing  liability  for  injury  to  employees  engaged  in  interstate 
commerce.  It  also  regulated  the  intrastate  relationship  of  employer 
and  employee,  so  that  there  was  an  endeavor  to  apply  its  terms  to 
employees  who  were  in  the  service  of  the  carrier,  but  were  not 
engaged  in  interstate  operations  for  the  carrier. 
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When  that  case  came  to  the  Supreme  Court  of  the  United  States 
the  Government  undertook  to  assert  the  proposition  that,  because  the 
carrier  was  engaged  by  its  major  operations  in  interstate  commerce, 
therefore  all  its  local  operations  became  subject  to  regulation  as 
such.    The  Court,  in  replying  to  that  argument,  after  stating  it,  said : 

It  rests  upon  the  conception  that  the  Constitution  destroyed  that  freedom 
of  commerce  which  it  was  its  purpose  to  preserve,  since  it  treats  the  right  to 
engage  in  interstate  commerce  as  a  privilege  which  cannot  be  availed  of  except 
upon  such  conditions  as  Congress  may  prescribe,  even  although  the  conditions 
otherwise  would  be  beyond  the  power  of  Congress. 

That  goes  right  to  the  heart  of  the  bill  that  is  now  before  you, 
because  here  is  an  endeavor  to  regulate  the  relationship  of  employer 
and  employee.  By  proposing  to  insert  the  provisions  in  the  codes, 
it  does  so  directly.  In  the  six  enumerated  types  of  industry  in  sec- 
tion 1  it  does  so  by  prohibiting  the  shipment,  transport  or  delivery 
m  interstate  commerce  of  any  commodity  or  article  not  produced 
within  the  terms  of  the  section.  It  is  in  itself  a  regulation  not  of 
commerce,  but  of  production  upon  its  face. 

It  has  been  said  over  and  over  again  by  the  Supreme  Court  of  the 
United  States,  not  upon  one  occasion,  but  upon  dozens  of  occasions, 
that  the  mining  of  coal,  the  mining  of  oil,  the  manufacture  of  goods, 
the  construction  of  houses,  are  not  "  commerce  ",  but  are  acts  of 
production  which  cannot  be  regulated  by  the  Congress  under  com- 
merce power,  that  any  endeavor  to  do  so  is  an  attempt  to  exercise 
a  power  which  Congress  does  not  possess. 

And,  as  I  will  bring  to  your  attention  in  a  moment,  instances  of 
the  exercise  of  that  power  under  the  guise  of  exercising  other 
powers,  as  in  the  Child  Labor  Taxation  case.  There  the  endeavor 
was  made  under  the  guise  of  taxing  the  product  to  regulate  the  con- 
ditions of  labor  under  which  the  parties  affected  by  the  statute  may 
be  employed.  The  court  set  aside  the  exercise  of  the  taxing  power 
as  a  plain  endeavor  to  exercise  one  power  under  the  guise  of  exer- 
cising another.  It  denied  the  use  of  the  taxing  power  for  that  pur- 
pose, when  upon  the  face  of  the  act  it  was  perfectly  plain  that  what 
was  being  done  was  not  the  imposition  of  taxes  for  the  purposes  of 
raising  revenue,  but  for  the  purpose  of  regulating  the  relationship 
between  employer  and  employee  in  a  local  act  of  production.  That 
was  the  case  of  Bailey  v.  Drexel  Furniture  Company  (259  U.  S.  47). 

We  have  had  a  great  variety  of  cases  involving  the  taxing  powers 
of  the  State,  and  involving  the  application  of  a  Federal  statute. 
For  example,  the  liability  of  a  carrier,  for  the  purpose  of  determin- 
ing whether  an  injury  which  was  the  subject  matter  of  litigation, 
occurred  in  local  or  interstate  commerce.  This  line  of  cases  is  well 
illustrated  by  the  case  of  the  Delaware,  Lachavmnna  <&  Western. 
Railroad  Company  v.  Yurkonis  (278  U.  S.,  439),  where  a  man  was 
engaged  in  shifting  coal  from  a  mine  into  a  car  destined  for  inter- 
state commerce.  The  coal  was  about  to  enter  into  interstate  com- 
merce and  be  shipped  out  of  the  State.  The  court  held  that  the  man 
was  not  engaged  in  interstate  commerce.  He  was  a  miner  engaged 
in  the  mining  of  this  coal  and  preparing  it  for  shipment  at  the  time. 
He  undertook  to  recover  under  a  Federal  Compensation  Act,  and  re- 
covery was  denied  on  the  ground  that  he  was  not  engaged  in  com- 
merce, but  mining,  and  that  mining  is  not  commerce. 
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McClusky  V.  MemviUe  <&  NmHhern  Railroad  (243  U.  S.,  96)  is 
Illustrative  of  a  number  of  cases  coming  before  the  Supreme  Court 
ot  the  United  btates,  under  conditions  similar  to  one  of  the  preced- 
ing cases.^  In  this  case  the  endeavor  was  made  to  recover  under  a 
J^  ederal  Employees'  Liability  Act,  on  the  ground  that  a  lumber  com- 
pany  operating  a  short  railroad  line  to  the  Puget  Sound  in  Wash- 
ington State  was  engaged  in  interstate  commerce,  because  the  loo-s 
carried  over  its  railroad  were  about  to  enter  interstate  commerce. 
Kecoyery  was  denied,  on  the  ground  that  the  company  was  not  en- 
gaged in  interstate  commerce. 

Then  we  have  the  case  of  Coe  v.  Errol  (116  U.  S.),  in  your  neigh- 
boring State,  Senator  Austin,  where  a  lumber  man  in  New  Hamp- 
shire was  preparing  his  logs  for  shipment  and  floating  them  down  the 
river,  and  the  log  raft  was  tied  up  at  the  town  of  Errol,  and  the  town 
undertook  to  tax  the  logs.     The  collection  of  the  tax  was  resisted 
upon  the  ground  that  the  owner  of  the  logs  was  engageil  in  interstate' 
commerce,  as  it  was  intended  that  the  logs  should  later  move  in  inter- 
state commerce.     The  logger  thus  endeavored  to  defeat  the  power  of 
the  State  to  levy  the  tax,  but  the  Supreme  Court  held  that  the  loo^s 
were  still  in  New  Hampshire,  had  not  become  a  ])art  of  commerce,  and 
that  the  mere  intention  upon  the  part  of  the  owner  to  transport  them 
in  interstate  commerce  did  not  relieve  them  of  control  by  the  State 
in  which  they  were  produced,  and  that  the  commerce  power  did  not 
apply  until  they  had  been  actually  set  in  motion  and  become  a  part 
of  commerce  by  being  introduced  into  transportation. 

Then,  we  have  the  case  of  Unked  Mine  Workers  of  America  v 
CoTonado  Coal  Co,  (269  U.  S.  344),  with  a  subsequent  case  of  the  same 
title  m  269  U.  S.,  although  the  parties  were  not  the  same  parties  and 
there  was  no  relation  between  them. 

In  the  first  case  there  was  a  question  involved  as  to  whether  or  not 
a  local  union  engaging  in  a  strike  and  tying  up  the  operation  of  a 
coal  mine  was,  by  obstructing  the  production  of  coal,  engaged  in 
restricting  interstate  commerce.  The  court  said  it  was  not;  that  a 
local  strike  of  that  character,  although  it  incidentally  reduced  pro- 
duction, did  not  obstruct  or  interfere  with  interstate  commerce. 

The  contrary  view  was  taken  in  the  second  case,  where  vou  have 
a  different  set  of  facts,  in  which  there  was  an  international  organiza- 
tion throughout  the  United  States  engaged  in  an  effort  to  suppress 
production,  it  was  claimed  tlie  combination  prevented  the  production 
of  coal  and  therefore  prevented  the  shipment  of  such  coal  in  inter- 
state commerce.     The  court  said: 

As  long:  as  there  is  restraint  only  on  coal  in  that  vicinitv  it  has  no  relation  to 
interstate  eommeiee,  because  coal  mining?  is  not  commeiw.  It  is  production 
•and  a  restriction  of  the  production  by  the  combination  pi-esente<l  here  which 
IS  incidental  to  the  exercise  of  their  attempt  to  enforce  their  own  rights  and 
views  with  respect  to  their  relation  to  their  employer,  does  not  involve  restraint 
of  commerce,  this  proceeding  being  brought  under  the  Antitrust  Act. 

In  Anderson  v.  Ship  Ovmers'  Association   (272  U.  S.  359)    the 
court  said: 

Neither  the  making  of  goods  nor  the  mining  of  coal  is  commerce:  and  the 
fact  that  the  things  produced  are  afterwards  shipped  or  used  in  interstate  com- 
merce, does  not  make  tlieir  production  a  part  of  it 
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United  Leather  Workers  v.  Herkert  (265  U.  S.  457),  is  an  interest- 
ing case  on  this  point,  in  which  the  opinion  was  written  by  Chief 
Justice  latt.  There  was  a  strike  of  leather  workers  in  St  Louis 
An  endeavor  was  made  to  enjoin  them  on  the  ground  that  the  strikers' 
by  preventing  the  production  of  leather  goods,  were  obstructino-  com- 
merce in  leather  goods.  The  court  pointed  out  that  it  was  neither 
within  the  doctrine  of  "  the  flow  of  commerce  ",  nor  was  it  a  case  in 
which  plainly  the  purpose  and  effect  was  to  interfere  with  commerce 
Itself.  Ihe  court  pointed  out,  as  the  court  below  had  said  in  sub- 
stance : 

r2tZ^  7^"*^  *""  ^""^i^  ^^""^  ^^^""^  combination  to  quit  work  to  enforce  the  de- 
mands of  a  group  of  workers  was  an  obstriiction  of  commerce  and  was  ftse^ 
a  restraint  of  commerce,  the  result  would  be  that  every  strike  in  which  men 
of^^fiiufruTt  ATt.'"'"^''"^  '"^  restriction  of  production  would  be  a  vfolaSon 

The  case  of  Crescent  Cotton  Oil  Co.  v.  Mississippi  (257  U  S  129) 
^  is  an  mterestmg  presentation  of  that  principle.  There  a  Tennessee 
Corporation  was  engaged  in  ginning  cotton,  and  it  moved  the  cotton- 
seed to  another  State,  where  it  crushed  it  for  the  purpose  of  pro- 
ducing cottonseed  od.  When  it  endeavored  to  erect  its^in  in  Mis- 
sissippi It  ran  against  the  State  law  which  fixed  the  size  of  the  gin 
and  required  it  to  be  in  the  same  city  or  community  in  which  the 
crushing  process  went  on.  So  it  was  compelled  to  do  its  crushing 
theie  instead  of  shipping  the  seed  to  another  mill  where  it  desired 
to  do  the  crushing. 

That  case  went  to  the  Supreme  Court  on  the  ground  that  the  Mis- 
sissippi statute  was  plainly  an  obstruction  of  commerce  to  prevent 
the  movenieiit  of  the  separated  seed  to  the  point  where  it  was  to  be 
crushed.  The  State  undertook  to  sustain  the  act  on  the  ground  that 
ihe  act  of  production  against  which  it  was  directed  was  subject  to 
regulation  by  the  State,  and  that  it  was  not  engaged  in  interstate 
commerce.    The  Court  sustained  that  view  interstate 

In  Hi^erx,  Thomas  Colliery  Co.  (260  U.  S.  245)  you  will  find  a 
remarkable  discussion  of  this  whole  doctrine  to  which  I  have  been 
'  addressing  myself  and  which  very  clearly  epitomizes  the  entire 
philosophy  of  the  distinction  between  local  regulation  of  produc- 
tion and  the  regulation  of  intercourse  between  the  States.  The  sub- 
.^ct  matter  there  was  a  tax  levied  on  anthracite  coal  bv  the  State  of 
Pennsylvania  when  it  was  prepared  for  market  and  ready  to  be 
shipi>ed.  The  coal  company  insisted  that  the  levying  of  that  tax  at 
that  time  and  under  those  conditions  operated  as  an  obstruction  to 
the  flow  of  commerce,  since  the  coal  was  at  the  point  at  which  it 
was  about  to  enter  commerce.  The  Supreme  Court  in  an  exhaustive 
examination  laid  down  the  principle  that  is  found  in  the  prior  ca^^e 
of  K^dd  V.  Pearson  (128  U.  S.  20),  and  upheld  the  tax  Tthe  Jound 
that  the  coal  was  not  m  interstate  commerce 

I  call  attention  to  that  important 'case  oi  Kidd  v.  Pemson,  which 
illustrates  the  vital  and  fundamental  distinction  between  the  reffu- 
lation  of  production  and  the  regulation  of  commerce,  preservina-  to 
the  State  the  control  of  production  and  to  Congress  the  control  of 
the  intercourse  between  the  States. 

113926—35 16 
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In  the  ThoTTias  Colliery  case  to  which  I  referred,  in  Two  hundred 
and  sixty  United  States,  the  Cotirt  pointed  out  that  the  position  there 
taken  that  the  State  could  not  levy  that  tax  at  any  time  before  it  had 
entered  into  interstate  commerce  could  not  be  upheld,  and  that  when 
it  was  ready  to  enter  into  commerce  and  at  the  point  where  it  was 
about  to  enter  it  was  the  proper  subject  to  tax. 

In  Kidd  v.  Pearson  (128  IJ.  S.,  20),  you  will  find  50  years  ago  a 
remarkably  clear  statement  of  the  doctrine  to  which  I  have  been 
addressing  myself.  In  that  case  the  State  of  Kansas  had  prohibited 
the  manufacture  of  intoxicating  beverages,  including  beer.  A 
brewer  in  that  State  proceeded  to  manufacture  beer  for  export  in 
interstate  commerce.  It  was  expressly  admitted  that  he  had  not 
sold  and  had  no  intention  of  selling  his  product  in  Kansas,  where  its 
sale  was  prohibited.  He  undertooK  to  nght  the  prohibition  against 
the  making  of  it  on  the  ground  that  Kansas  could  not  prevent  him 
from  engaging  in  commerce  between  the  States  by  producing  an 
article  to  be  sold  in  that  commerce,  which  was  not  in  the  State  of 
Kansas.  The  State  contended  it  was  exercising  its  police  power 
within  reasonable  limits,  and  that  in  the  case  of  the  production  of 
intoxicating  beverages  it  was  justified  in  preventing  it,  and  that  a 
citizen  could  not  undertake  to  produce  something  for  export.  The 
Court  said : 

No  distinction  Is  more  popular  in  the  common  mind  or  more  clearly  ex- 
pressed in  economic  and  political  literature  than  that  between  manufactures 
and  commerce.  Manufacture  is  transformation,  the  fashioning  of  raw  ma- 
terials into  a  change  of  form  for  use.  The  functions  of  commerce  are  dif- 
ferent. The  buying  and  selling  and  the  transportaticm  incidental  thereto 
constitute  commerce;  and  the  regulation  of  commerce  in  the  constitutional 
sense  embraces  the  regulation  at  least  of  such  transportation. 

And  the  Court  continues: 

If  it  be  held  that  the  term  includes  the  regulation  of  all  such  manufactures 
as  are  intended  to  be  the  subject  of  commercial  transactions  in  the  future,  it  is 
impossible  to  deny  that  it  will  also  include  all  productive  industries  that  con- 
template the  same  thing.  The  result  would  be  that  Congress  would  be  in- 
vested, to  the  exclusion  of  the  States,  with  the  power  to  regulate,  not  only 
manufactures  but  also  agriculture,  horticulture,  stock  raising,  domestic  fish- 
eries, mining — in  short,  every  branch  of  human  industry.  For  is  there  one  of 
them  that  does  not  contemplate,  more  or  less  clearly,  an  interstate  or  foreign 
market?  Does  not  the  wheat  grower  of  the  Northwest  and  the  cotton  planter 
of  the  South,  plant,  cultivate,  and  harvest  his  crop  with  an  eye  on  the  prices 
at  Liverpool,  New  York,  and  Chicago?  The  power  being  vested  in  Congress 
and  denied  to  the  States,  it  would  follow  as  an  inevitable  result  that  the  duty 
would  devolve  upon  Congress  to  regulate  all  of  these  delicate,  multiform,  and 
vital  interests — interests  which  in  their  nature  are  and  must  be  local  in  all 
the  details  of  their  successful  management. 

It  is  not  necessary  to  enlarge  on,  but  only  to  suggest  the  impractlcabUity  of 
such  a  scheme,  when  we  regard  the  multitudinous  affairs  involved,  and  the 
almost  infinite  variety  of  their  minute  details. 

Senator  Neely.  It  is  now  12  o'clock.  It  will  be  necessary  to  sus- 
pend until  2 :  30. 

(Whereupon,  at  noon,  a  recess  was  taken  until  2: 30  p.  m.) 

AFTERNOON   SESSION 

The  committee  reconvened  at  the  expiration  of  the  recess,  2:30 
p.  m. 

Senator  Neely,  Mr.  Emery,  you  may  proceed. 
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STATEMENT  OF  JAMES  A.  EMERY,  GENERAL  COUNSEL,  NATIONAL 
ASSOCIATION  OF  MANUFACTURERS— Resumed 

Mr.  Emery.  Mr.  Chairman,  when  the  committee  suspended  this 
morning  I  was  discussing  the  nature  of  the  right  to  engage  in  inter- 
state and  foreign  commerce. 

Senator  Austin.  Excuse  me.    Had  you  finished  your  list  of  cases? 

Mr.  Emert.  Nof  I  am  going  to  put  in  some  more  cases  on  this 
subject.  '  ^ 

'Senator  Austin.  All  right.    When  you  get  through  I  want  to  ask 
you  about  a  line  of  cases. 

Mr.  Emkiy.  I  had  called  your  attention  to  the  historical  origin 
of  the  provision  with  respect  to  the  regulation  of  commerce,  the  man- 
ner m  which  It  developed,  and  the  circumstances  under  which  it  was 
adopted,  as  well  as  the  purpose  for  which  it  was  plainly  intended. 
^  1  then  undertook  to  point  out  that  production  for  commerce  or  the 
intention  to  ship  it  therein,  does  not  authorize  the  regulation  of  the 
commodity  by  Congress  or  prevent  control  or  taxation  by  the  State 
of  those  engaged  m  its  production. 

I  further  called  your  attention  to  the  fact  that  persons  by  engacr- 
mg  m  commerce  do  not  thereby  submit  their  business  in  all  its  pails 
to  the  control  of  Congress  for  that  reason,  and  I  was  discussing  the 
proposition  that  manufacture,  mining,  construction,  are  not  com- 
merce but  local  operations,  and  the  employment  relations  arising 
therein  are  exclusively  reserved  to  the  control  of  States  under  the 
tenth  amendment. 

I  want  to  sum  up  by  referring  to  a  noted  case  decided  by  Mr  Jus- 
tice Jackson,  In  re  Green  (52  Fed.  113),  which  has  been  frequently 
quoted  with  approval  by  the  Supreme  Court  in  a  number  of  cases 
m  connection  with  the  regulation  of  commerce.  It  is  notable  for 
the  direct  way  m  which  it  sums  up  the  doctrine.     It  states : 

When  the  commerce  begins,  it  is  determined,  not  by  the  character  of  the  com- 
modity nor  by  the  intention  of  the  owner  to  transfer  it  to  another  State  for 
sale   nor  by  his  preparation  of  it  for  transportation,  but  by  its  actual^Uvery 

wMi^®  Tu^l®  ^^^^^  ^^  ^^^^  summed  up  in  a  single  paragraph  in 
Willoughby's  work  on  the  Constitution,  page  774,  in  which  he  states: 

That  interstate  commerce  is  greatly  affected  by  the  conditions  under  which 
manufacturing  is  carried  on.  is,  of  course,  true;  and  that  the  sLtes  by  ref- 
lation of  manufacturing  within  their  limits,  whether  by  foreign  or  domes^c 
corporations,   may  indirectly  encourage   or   discourage  the  prcSuction   o^  the 

?Z'"'Rnl'?hT''k'^  Yl'^  ^"'"'^  '''^  ^""^^^«  ^f  interftate  comi^rce  is  4aUv 
true.     But  this  furnishes  no  argument  for  the  doctrine  that  Congrei  ma^"  for 

l^n,rr''2?  f  interstate  commerce,  undertake  the  control  o?  manufacturing 
witlun  the  States.     For.  in  truth,  it  would  not  be  difficult  to  show  that  inter- 
state commerce  is  substantially  affected  by  ahnost  every  element  of  the  socil^ 
economic,  and  industrial  life  of  the  people-by  the  mU  X  miL  thfcoai 
which  is  used  by  interstate  railways  and  steamships,  by  the  per^ns  who  n?o 
duce  the  material  of  which  the  cars  and  locomotives  and  sh^plarl  built  bv 

^ml^ir^n^i^'p^f'  Z''^^'''  ^"  ?"  ''T'''  ^^^  bonds^?  i^feittate'c^rier 
companies,  and,  in  fact,  by  the  operation  of  all  who  in  any  way  deal  with  or 

handle  the  commodities  which  ultimately  are  transpoittl  outside  tL^tlt/ 
That    commodities    are   manufactured    with    the  St    that     hey    Ire   to    be 
expori;ed,  in  par  or  in  whole,  is  absolutely  immaterial,  as  determhiing  the  exclu 
siveness  of  State  authority  over  their  pr^uction  (CoeX  Err^nev   I   sm 
It  is  only  when  the  States  go  beyond  this  and  attempt  to  rel^late  or  in  anv 
way  restrain  their  exportation  that  they  exceed  their  constUuttCl  comp^Uce 
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Then,  m  order  to  bring  this  matter  up-to-date,  I  have  before 
me  here  decisions  of  13  courts  of  the  United  States  involving  opera- 
tions  under  the  N.  I.  R.  A.  which  follow  the  line  of  authorities 
which  I  discussed  this  morning  and  which  present  to  you  the  pic- 
ture of  the  Federal  district  courts  applying  the  principles  which 
I  enunciated  between  December  21,  1933,  and  December  21,  1934. 
Ihere  are  here  13  cases  which  I  ask  permission  to  insert  in  the 
record  rather  than  discuss  each  case  separately,  unless  the  committee 
would  care  to  hear  them. 

Most  of  them  are  concerned  with  instances  in  which  someone 
is  alleged  to  have  violated  a  regulation  of  production  or  service 
within  the  State;  and  an  endeavor  has  been  made  to  enforce  that 
against  someone  who  had  not  agreed  to  such  provision  or  was  not 
a  party  under  the  code,  and  an  attempt  was  made  to  enforce  it 
against  him. 

Senator  Austin.  How  does  the  court  hold  ? 

Mr.  Emory.  These,  are  all  cases  in  which  thev  have  held  that 
these  are  not  within  the  commerce  power  of  Congress.    To  illustrate 
the  hrst  c^se  is  Purvis  v.  Bazemcre,  United  States  District  Court' 
Southern  District  of  Florida,  December  2,  1933. 

In  that  case  the  court  held  that  a  local  industry  engaged  in  the 
pressing,  cleaning,  and  dyeing  of  clothes  is  not  engaged  in  inter- 
state commerce  and  Congress  has  no  authority  under  the  Consti- 
tution to  regulate  a  purely  intrastate  business,  either  because  of 
production  or  because  the  commerce  is  carried  on  entirelv  within 
the  otates. 

In  the  case  of  Vnited  States  v.  Svhurhan  Motor  Service  Corvora- 
tton.  United  States  District  Court,  Northern  District  of  Illhiois, 
February  10,  1934,  it  was  held  that  a  retail  gasoline  service  station 
is  not  a  common  instrumentality  of  interstate  commerce  and  the 
prohibition  against  giving  premiums  in  the  sale  of  petroleum  prod- 
ucts under  the  Petroleum  Code  is  invalid  as  applied  to  a  retailer 
operating  m  one  State.  The  Government's  application  for  an  in- 
junction was  denied. 

Every  one  of  these  is  a  case  in  which  enforcement  has  been  re- 
tused  because  the  operation  presented  was  not  subject  to  the  com- 
mercial power  of  Congress. 

The  Panama  Eefining  Co.,  which  was  the  subject  of  a  decision 

^Va   .^"ir"'"  ^''"/^  ^^  il'^  ^""'^"^  S^^^«  the  other  dav    orig 
^4}^^^^  J^n  the  case  of  the  Panuma  Refining  Co.  v.  %«7i/ United 
States  District  Court,  Eastern  District  of  Texas,  February  12,  1934 
In  this  case  the  Court  held  that  the  regulation  of  the  Secretarv 

Tn  Ill^^'^^Tl  r^'''''^''^^  ^  (e)  of  the  N.  I.  K.  A.  was  invalTd^ 
In  the  court  below  the  case  was  decided  on  two  points;  one  that 

Then  in  the  case  of  the  United  States  y.  Bob  Lieto,  United  States 
District  Court,  Northern  District  of  Texas,  February  16   1934     In 
this  case  the  court  ruled  that  the  wages  and  hours  o^f  an  empiovee 
of  a  local  gasoline  service  station  are  not  subject  to  Federal  Sa 
tion  under  the  interst^ite  commerce  clause  and  therefore  such  an 
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employer  cannot  be  prosecuted  for  failing  to  comply  with  the  pro- 
visions of  the  Petroleum  Code. 

Then  comes  the  case  of  Hart  Coal  Corporation  v.  Sparks,  United 
States  District  Court,  Western  District  of  Kentucky,  May  19,  1934. 
This  was  an  action  to  restrain  the  United  States  attorney  from 
prosecuting  the  plaintiff  for  violating  the  minimum  wage  provi- 
sions of  the  Bituminous  Coal  Code.  After  citing  the  Supreme 
Court  cases  listed  above  the  court  granted  a  preliminary  injunc- 
tion. The  court  distinguished  between  the  "  stream  of  commerce  " 
cases,  such  as  Staford  v.  Wallaoe,  on  the  theory  that  those  cases 
dealt  with  acts,  instrumentalities,  and  agencies  directly  connected 
with  and  affecting  interstate  commerce  and  in  no  way  involve  manu- 
facture or  production.  So  the  United  States  attorney  was  enjoined 
from  prosecution. 

Irma  Hat  Co.  v.  Retail  Code  Authority,  United  States  District 
Court,  Northern  District  of  Illinois,  July  31,  1934:  In  this  case  the 
plaintiff  was  engaged  in  selling  millinery  at  retail.  It  sought  to 
restrain  enforcement  of  the  code  provision  requiring  the  making  of 
stafistical  reports  and  the  use  of  the  N.  R.  A.  label.  The  court  held 
that  insofar  as  these  provisions  affected  purely  intrastate  business 
they  exceed  the  power  of  the  Federal  Government  and  are  uncon- 
stitutional. The  court  further  observed  that  "  retail  trade  "  is  fully 
intrastate  commerce  and  beyond  the  regulatory  power  of  the  Fed- 
eral Government.    A  preliminary  injunction  was  granted. 

Then  in  United  States  v.  Geai^Juirt,  United  States  District  Court 
of  Colorado,  August  8,  1934:  In  this  case  the  court  ruled  that  the 
production  and  sale  of  coal  within  the  borders  of  one  State  did 
not  constitute  interstate  commerce  merely  because  some  of  the  pur- 
chasers came  from  other  States  to  mine  and  purchase  coal.  The 
Government's  application  for  a  restraining  order  against  violation 
of  the  minimum  price  provisions  of  the  Coal  Code  was  denied. 

United  States  v.  Eason  Oil  Co.,  United  States  District  Court 
western  district  of  Oklahoma,  September  22,  1934:  This  was  a  bill 
to  restrain  the  drilling  of  a  new  oil  well  in  violation  of  regulations 
issued  under  the  petroleum  code.  The  court  held  that  the  production 
of  oil  or  gas  by  the  drilling  of  a  well  wholly  within  a  State  does  not 
constitute  an  interference  with  or  a  burden  upon  interstate  com- 
merce and  is,  therefore,  beyond  the  power  of  Congress.  The  re- 
straining order  was  denied '^ and  the  court  held  the  regulations  in- 
valid under  section  9(c)  of  the  N.  I.  R.  A.,  and  held  further  that 
even  though  these*  regulations  were  autiiorized  by  the  act,  the  act 
itself  would  be  clearly  unconstitutional. 

United  States  v.  Kinnehrew  Motor  Co.,  United  States  District 
Court,  western  district  of  Oklahoma :  November  12,  1934 :  This  is  a 
case  on  demurrer  to  an  indictment  charging  a  violation  of  the 
1  ?j^^u'^^^^^^^  -^^^^^^  ^^^^  regarding  trade-in  allowances.  The  court 
held  that  the  sale  or  purchase  of  a  second-hand  automobile  between 
two  persons  in  the  same  State  does  not  constitute,  affect,  or  burden 
interstate  commerce  and  the  Motor  Vehicle  Retail  Code  attempting 
to  regulate  such  a  transaction  is  unconstitutional.  The  sale  of  au- 
tomobiles at  retail,  the  court  held,  is  not  interstate  commerce  and 
Congress  has  no  authority  to  regulate  such  transactions.  The 
demurrer  to  the  indictment  was  sustained. 
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Umted  States  V  SutherLmd,  United  States  District  Court,  west- 
ern district  of  Missouri,  December  7,  1934:  In  this  case  the  Gov- 
ernment sought  to  restrain  a  retail  lumber  merchant  from  selling 
lumber  belcw  cost  as  prohibited  in  the  Retail  Lumber  Code.  ThI 
12\I^J  .  •*¥  inJ"n<^tion  on  the  ground  that  the  defendant's 

sales  were  not  interstate  commerce  and  not  subject  to  the  regulatory 
power  of  Congress  as  attempted  in  the  N.  I.  R.  A  ^ 

.r,liTi^^  Z^?^"'  "■■  ^r"^'"^''  United  States  District  Court,  eastern 
vl^llf  It  *^'TT'  J^n^ai-y  24,  1935:  The  Government  si.ught  to 
lestrain  the  defendant  from  selling  coal  at  prices  less  than  the  low- 
est cost  determined  under  the  Retail  Solid  Fuel  Code.     The  in- 

C^hrt'^'^f  r'*^"^  ^""^  ^^^-  ^""'^  ^'"^^  t*^"*  ^J»«n  ^  commodity  is 
brought  to  Its  destination  it  is  no  longer  property  in  interstate  com- 
merce and  that  even  though  the  Recovery  Act  Be  construed  to  au- 
thorize price  fixing,  such  regulations  could  not  be  effective  in  sales 
of  commodities  that  had  ceased  to  be  a  part  of  commerce  overwhich 
the  National  Government  has  control. 

r^.tf\^1l^^^  ^-T**'  ^Tv.^-  ^«^*^n^,  United  States  District 
Court,  Southern  District  of  Florida,  January  23,  1985:  This  action 

~nV  ^'*3"?f '?.«  restraining  the  United  Stktes  attorney  from 
prosecuting  a  violation  of  the  Recovery  Act,  as  found  bv  the^- 

cZ?  hfuTT"?  •*'?«f  P'^ntiff  wa«  a  local  merchant.  The 
court  held  that  plaintiff's  business  was  not  subject  to  regulation  by 
Congress  and  granted  the  injunction.  ^ 

The  code  violation  alleged  was  that  the  plaintiff  had  failed  to  pay 
the  minimum  wages  for  overtime  work  as  required  in  the  code  for 
the  retail  food  and  grocery  trade 

Con^f  F,f  rl'n^f'-'r/r^f-^  ^"^  ^  ^^«'  United  States  District 
fhfl'l,^^^K°  ^ul*"'^*  «f  lUinois,  December  21,  1934:  In  this  case 
ir!J  f  "'^'P.^**"^*^"  ^-^^  Recovery  Act  and  the  power  of  Con- 
gress to  regulate  interstate  commerce  became  important  in  the 
court  s  consideration  of  the  Norris-LaGuardia  Act.  ffibe  action  was 
■fwu"''""''*^"''  restraining  certain  labor  unions  from  interfering 
with  the  operation  of  plaintiff's  coal  mines.  Before  plaintiff  could 
tl^.lf  ^^^  entitled  to  an  injunction  it  was  neceJsary  to  estab 
lish  that  every  reasonable  effort  had  been  made  to  settle  the  dis- 
pute by  negotiation  or  with  the  aid  of  any  available  governmental 
machinery  of  mediation  or  voluntary  arbitration  as  required  in  the 
Norris-LaGuardia   Act.    To   meet   this    requirement  the  company 

T  „  w'^R^"*i'''  .**  kP"^  j'*'^  ^^°  submitted  to  the  Bituminous ^Toa^ 
Labor  Board  established  under  the  code  for  that  industry.    The 

ih^t^f^  .*^*  ^^''  proceeding  did  not  satisfy  the  requirements  of 
the  act  for  the  reason  that  the  Bituminous  Coal  Labor  Board— 

rigWs''bet,^^n''the''ZLIS  in?u'"°"  ,'"  "^  '""'  "^*^'"«  "^'-'""y  enforceable 
rignis  Denveen  tHe  plaintiff  and  its  employees  who  are  engaged  in  minine  nt 

the  Freeburg  Mine,  which  is  an  employment  wholly  Intrastate  in  cSa"act  "r 

1,„«  i!!n  '^""^'^  y.?"""  ***«nt'?n  *«  the  fact  that  the  Supreme  Court 
has  held  over  and  over  again  that  the  various  acts  of  production 

.r  r*7il^'f  ^^^  '=°"i''«l  «*  **»«  commerce  clause;  and,  on  the 
other  hand,  that  various  State  acts  which  undertook  to  tax  com^odt 

relv^wf.v"^ /r  or  about  to  enter  interstate  commerce  were  en- 
tirely withm  the  control  of  the  State  and  were  not  subject  to  con- 
trol in  commerce,  because  they  did  not  burden  or  obstruct  or  affect 
such  commerce.  "ucv-t, 
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-.  One  of  the  latest  cases  on  that  is  the  ChampUn  Befining  Co,  v. 
Corporation  Oomrrdssion  of  Oklahoma  (286  U.  S.  235).  That  was 
a  reflation  in  the  extraction  of  oil  for  a  State  conservation  com- 
mission for  the  purpose  of  preventing  waste  within  the  State.  An 
attempt  was  made  to  show  that  the  control  of  production  would 
obstruct  and  prevent  the  conduct  of  interstate  commerce  in  the  oil 
if  the  production  was  prevented  by  the  act  of  the  State.  The  Su- 
preme Court  held  that  this  was  entirely  within  the  authority  of  the 
fetate  as  a  control  over  production  to  prevent  waste. 

/oTi^^T^'  *o  ^^^  ^®  ^^  ^^^^  ^^  i£'^^^7n^7^  V.  Boeing  Air  Transport  Lines 
(289  U.  S.  249).  A  gas  tax  was  applied  by  the  State  to  gasoline 
which  was  held  by  the  airport  for  use  of  airplanes  engaged  in  inter- 
state commerce.  It  was  held  there  that  the  taking  of  the  gas  from 
the  tank  and  the  placing  of  it  in  the  airplane  at  the  airport  was  a 
wholly  local  transaction  and  was  subject  to  the  taxing  power  of  the 
fetate  m  which  the  act  took  place,  although  the  plane  itself  was 
used  exclusively  m  interstate  commerce.  There  have  been  attempts 
to  show  that  because  a  person  repaired  a  locomotive  or  a  car  in  a 
railroad  shop  and  the  fact  that  the  act  of  repair  took  place  upon 
an  instrumentality  to  be  used  in  interstate  commerce  it  was  related 
to  that  act  which  affected  interstate  commerce  itself.  All  of  which 
had  been  denied  by  the  courts. 

I  quoted  these  later  cases  to  show  you  that  the  Supreme  Court  up 
to  the  very  latest  case  never  changed  its  views  on  these  fundamental 
principles  to  which  I  have  directed  your  attention. 

One  of  the  most  interesting  cases  is  the  Utah  Power  <&  Light  Co 
V.  Pfost  (286  U.  S.  165).  There  the  State  of  Idaho  ^d  levied  a 
tax  on  electrical  energy,  and  it  was  opposed  by  the  prospective  tax- 
payer on  the  ground  that  the  energy  flowed  from  the  State  of  Idaho 
into  the  State  of  Utah.  That  the  levy  of  a  tax  on  the  electrical 
energy  at  that  point  was  the  levy  of  a  tax  on  commerce  in  electrical 
energy  which,  of  course,  is  as  distinct  a  commodity  as  a  hat  or  a 
coat  or  a  shirt.  The  Supreme  Court  sustained  the  levy  of  the  tax 
/on  the  ground  that  the  tax  was  levied  at  a  point  where  the  mechani- 
cal energv  taken  was  transformed  into  electrical  power,  and  this  was 
an  act  of  manufacture  as  much  as  the  transportation  of  any  other 
article,  and  the  tax  being  a  tax  at  the  point  was  an  act  addressed  to  a 
manufacturing  operation  and  was  entirely  within  the  power  of  the 

Senator  Austin.  That  was  a  kilowatt  tax,  was  it? 

Qf^""*  f^if  u*  y!u'  ^'-^  ^^.  *  ^f  ^"^  *^^  energy*  produced  in  the 
XT    ^\^^^^  ^*  the  point  where  the  transformer  was  located 
JNow  I  want  to  approach  this  last  line  of  cases  that  apply  directlv 

to  section  1  of  this  act.  ^ 

.,  Senator  Austin.  Before  leaving  that  particular  point,  I  want  to 
ask  you  if  you  have  m  your  brief  considered  those  cases  that  define 
the  termination  of  commerce.  I  have  in  memory  those  cases  which 
speak  of  the  warehousing  of  goods  that  have  been  in  transportation, 
a  quite  clean-cut  severance  of  them  from  commerce,  by  transferrins 
them  into  a  warehouse,  even  though  the  warehouse  is  the  property  of 
the  transportation  company.    Have  you  those  cases « 

.2'*  ^f^'\^  t^'^^i^  ^^^V'^^-  *  ^^^^  be  glad  to  submit  those 
2^1  .K  '^''"  r  ^^.T^  J'^'^^f'^  ^^^"^  "P  ^^  *^i^  point,  but  I  did  not 
think  them  so  directly  involved  in  legislation  of  this  character 
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Senator  Austin.  Involved  only  on  the  definition  of  commerce? 

Mr.  Emery.  Yes,  sir.  Where  the  article  has  come  to  rest  aft^r 
transportation,  even  though  it  is  intended  to  be  further  transported 
in  commerce,  aside  from  those  cases  like  the  Swift  Cdse,  in  which  the 
flow  of  commerce  doctrine  is  involved.  The  Court  has  held  in  a 
number  of  cases  that  the  goods  when  coming  out  of  interstate  com- 
merce and  being  located  in  a  warehouse  and  intended  for  further 
transfer,  they  may  be  taxed  at  that  point  despite  the  intention  of 
the  owner  to  transport  them  further  in  some  other  direcion.  Federal 
Compress  c§  Wwrehoitse  Go,  v.  McLean  (291  U.  S.,  17  (1934)); 
Minnesota  v.  Blasms  (290  U.  S.,  1  (1933)) ;  Packer  Oorpo7'ation  v. 
Utah  (285  U.  S.,  105)  ;  Nashville  R.  R.  Co.  v.  Wallace  (288  U.  S.  49). 

I  want  to  approach  now  the  questions  that  are  specifically  in- 
volved in  section  1  of  this  act;  that  is,  that  the  right  to  regulate'com- 
merce  includes  the  right  to  exclude  any  article  or  commodity  there- 
from irrespective  of  its  nature  or  to  forbid  its  introduction  into  com- 
merce except  it  be  produced  under  such  terms  as  Congress  requires. 

There  are  three  cases  on  that  which  illustrate  all  the  others,  and 
they  are  the  cases  that  have  lead  to  probably  the  greatest  amount  of 
discussion  with  respect  to  the  application  of  the  principle,  particu- 
larly, the  first  two;  that  is,  the  case  of  Hammer  v.  Da{fenh^irt  (247 
U.  S.  251),  commonly  known  as  the  "Child  labor  case";  and,  sec- 
ond, the  "  Child  labor  tax  case  ",  which  immediatelv  followed  it, 
which  is  the  case  of  Bailey  v.  Th^:  Drexel  Fv/rnitvre  Co.  (259  U  S 
20) ;  also  the  case  of  Hill  v.  Walla<!e  (259  U.  S.  44),  where  the  Con- 
gress levied  a  tax  of  20  cents  a  bushel  on  grain  which  was  the  subject 
of  future  contract,  and  which  in  this  case  was  levied  on  grain  traded 
in  on  the  Chicago  Board  of  Trade.  Certain  members  of  the  board 
of  trade  brought  an  action  to  test  the  validity  of  that  act.  It  was 
held  that  it  was  under  the  guise  of  the  taxing:  power  an  attempt  to 
control  transactions  which  were  wholly  local  in  their  nature  and 
which  further  violated  the  commerce  clause  in  that  it  was  an  attempt 
to  regulate  as  commerce  contracts  wholly  local  in  their  nature  and 
completed  in  the  locality  in  which  they  were  made  and  in  which  no 
commerce  transaction  was  itself  involved. 

However,  the  first  two  cases  are  of  the  greatest  importance,  be- 
cause it  is  the  so-called  "  Child  labor  case  ",  the  Dagenhart  case, 
which  is  made  the  subject  of  continuous  discussion,  especiallv  on 
the  ground  that  it  being  a  4-to-5  decision,  the  four  judges  who  joined 
in  the  dissent  expressed  by  Mr.  Justice  Holmes  sustained  the  proposi-* 
tion  that  Congress  under  the  commerce  power  mav  regulate  acts  of 
production. 

The  committee  will  remember  that  in  that  case  the  Congress  under- 
took to  deny  transportation  in  interstate  and  foreign  commerce  to 
goods  produced  by  the  labor  of  persons  of  a  fixed  age  and  working 
more  than  a  certain  number  of  hours  or  between  certain  hours  of  the 
day. 

Mr.  Justice  Day,  writing  the  opinion  of  the  Court,  in  which  he  was 
joined  by  four  of  his  colleagues,  declared  that  it  was  an  attempt  upon 
the  part  of  Congress  to  regulate  acts  of  production  wholly  local  in 
their  nature  and  which  were  entirely  outside  the  commerce  power.  It 
is  notable  for  a  remarkable  discussion  of  the  philosophy  of  the 
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commerce  power  in  which  the  justice  said  (I  quote  from  241  U.  S. 
251): 

In  other  words,  the  power  is  one  to  control  the  means  by  which  comiHerce 
is  carried  on,  which  is  directly  the  contrary  of  the  assumed  right  to  forbid 
commerce  from  moving  and  thus  destroying  it  as  to  particular  commodities. 
But  it  is  insisted  that  adjudged  cases  in  this  Court  establish  the  doctrine  that 
the  power  to  regulate  given  to  Congress  incidentally  includes  the  authority 
to  prohibit  the  movement  of  ordinary  commodities,  and  therefore  that  the 
subject  is  not  open  for  discussion.  The  cases  demonstrate  the  contrarv.  They 
rest  upon  the  character  of  the  particular  subject  dealt  with  and  the  fact  that 
the  scope  of  governmental  authority,  State  or  National,  possessed  over  them 
is  such  that  the  authority  to  prohibit  is  to  them  but  the  power  to  regulate. 

The  four  dissenting  members  of  the  Court  did  not  dissent  with  the 
majority  of  the  Court  over  the  proposition  that  Congress,  under  the 
guise  of  regulating  commerce,  could  not  regulate  the  internal  aifairs 
of  the  State  or  the  commerce  wholly  within  the  State.  On  that  the 
Court  was  unanimous.  That  is  made  evident  by  the  fact  that  the 
language  of  the  dissent  is  as  follows  (Mr.  Justice  Holmes  said  (p.  277 
of  Hammer  v.  Dagenhart,,  U.  S.  247) ) : 

The  objection  urged  against  the  power  is  that  the  States  have  exclusive  con- 
trol over  their  methods  of  production  and  there  Congress  cannot  meddle  with 
them,  and,  taking  the  proposition  in  the  sense  of  direct  intermeddling,  I  agree 
to  it  and  suppose  that  no  one  denies  it. 

Now,  it  could  not  be  plainer  that  with  respect  to  the  attempt  to 
control  production  within  the  State  the  dissenters  entirely  agreed 
with  the  majority  opinion.  What  Mr.  Justice  Holmes  did  sav,  and 
the  point  upon  which  he  and  his  associates  dissented,  was  that  he 
held  that  Congress  could  exclude  any  article  from  commerce  and 
prohibit  its  introduction  therein.  But  he  changed  his  views  on  that 
subject,  and  he  and  his  associates  joined  with  Chief  Justice  Taft  in 
the  subsequent  case  of  BaUe.y  v.  Drexel  Fumiwre  Co..  known  as  the 
"  Child  Labor  Tax  case.'' 

Senator  Austix.  Where  is  that  reported? 

Mr.  Emery.  259  U.  S.,  page  20.  In  the  Child  Labor  Tax  case  a 
tax  of  10  percent,  in  addition  to  all  other  taxes,  was  laid  upon  the 
identical  forms  of  production  resulting  from  the  exact  regulation 
of  labor  discussed  in  the  Dagenhart  case,  Mr.  Justice  Taft  in  writing 
the  opinion  of  the  Court,  in  which  there  had  been  no  change  in 
membership  between  the  two  cases,  declared  that  "the  analogy" 
between  the  two  cases  "  was  clear  ",  except  that  in  the  one  case  it  was 
the  commerce  power  that  was  involved  and  in  the  other  case  it  was 
an  alleged  use  of  the  taxing  power  which  was  employed  for  the  pur- 
pose of  undertaking  to  compel  the  production  of  goods  in  the  man- 
ner desired  by  Congress  and  not  for  the  purpose  of  raising  revenue, 
and  this  appeared  upon  the  face  of  the  statute.  I  quote  from  the 
Bailey  case  the  language  which  the  Court  employed : 

The  analogy  of  the  Dangehart  case  is  clear.  The  congressional  power  over 
interstate  commerce  is,  within  its  proper  scope,  just  as  complete  and  unlimited 
as  the  congressional  power  to  tax,  and  the  legislative  motive  in  its  exercise 
is  just  as  free  from  judicial  suspicion  and  inquiry.  Yet  when  Congress  threat- 
ened to  stop  interstate  commerce  in  ordinary  and  necessary  commodities  un- 
objectioijable  as  subjects  of  transportation,  and  to  denv  to  the  same  to  the 
people  of  a  State  in  order  to  coerce  them  into  compliance  with  Congress'  regula- 
tion of  State  s  concerns,  the  Court  said  this  was  not  in  fact  regulation  of  inter- 
state, but  rather  that  of  State  concerns  and  was  invalid.     So  here  the  so-called 
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"  tax  "  is  a  penalty  to  coerce  people  of  a  State  to  act  as  Congress  wishes  them 
to  act  in  respect  of  a  matter  completely  the  business  of  a  State  government 
under  the  Federal  Constitution. 

So  with  that  clear  statement  of  the  analogy  between  the  two  cases 
we  find  that  three  of  the  dissenting  judges  joined  the  majority  of 
the  Court  in  the  acceptance  of  that  clear-cut  statement  of  the  prin- 
ciple involved.  The  only  dissent  was  by  Mr.  Justice  Clark,  who 
did  not  state  the  reasons  in  an  opinion.  So  that  you  have  here  the 
principles  very  clearly  laid  down  that  distinguish  between  the  at- 
tempt, either  by  the  exercise  of  the  commerce  power  or  by  the  exer- 
cise of  the  taxing  power,  to  do  that  which  has  been  clearly  inhibited. 
They  both  present  instances  in  which  one  power  is  employed  for  the 
purpose  of  undertaking  to  do  something  which  is  expressly  pro- 
hibited. The  Child  Labor  Tax  case  draws  additional  authority  from 
the  fact  that  it  represents  not  merely  a  criticism  of  the  taxing  power 
so  used,  but  that  the  taxing  power  was  exercised  for  the  purpose  of 
imposing  a  regulation  where  the  commerce  power  itself  had  been 
denied  exercise  by  the  Court  as  a  proper  authority  of  Congress.  So 
that  whatever  could  be  said  with  respct  to  the  difference  of  opinion 
which  existed  in  the  first  case,  there  is  no  doubt  whatever  of  the  fact 
that  the  Court  reasserted  the  principle  clearly  and  substantially 
without  a  difference  of  opinion  in  the  second  case. 

When  you  examine  all  the  cases  in  which  the  power  of  Congress 
has  been  employed  to  exclude  an  article  from  commerce,  I  think  you 
will  find  clearly  that  the  article  itself  is  not  a  competent  subject 
matter  of  commerce.  It  is  not  an  article  in  which  there  can  be  com- 
merce by  its  very  nature  or  by  the  circumstances  under  which  it  is 
transported. 

It  is  true  that  some  of  these  cases  go  to  the  regulation  or  control' 
or  inhibition  of  articles  that  are  bad  in  themselves  or  would  impair 
legitimate  commerce  itself,  as  inflammable  articles  and  explosives ; 
but  you  will  find  that  this  line  of  cases  involves  diseased  animals, 
explosives,  inflammable  articles,  and  articles  which  being  misbranded 
represent  fraud ;  and  certainly  no  one  could  claim  that  anyone  had  the 
right  to  engage  in  fraudulent  interstate  commerce  which  would  not 
be  commerce  at  all. 

It  has  prohibited  the  introduction  into  and  the  transportation  of 
prostitutes  or  women  for  immoral  purposes,  and  certainly  no  one 
could  claim  that  there  could  be  commerce  in  such  things.  ^ 

The  same  thing  has  been  said  with  respect  to  intoxicating  liquor, 
and  their  exclusion  has  rested  on  the  peculiar  character  of  the  article 
itself.  The  same  has  been  said  with  respect  to  stolen  goods,  because 
no  one  can  have  commerce  in  stolen  goods,  since  he  has  no  title  to 
them.  They  are  not  his,  and  he  is  transporting  something  which  he 
does  not  possess. 

So  that  the  doctrine  which  runs  through  all  of  these  cases  is  that 
the  article  is  by  its  inherent  nature,  whether  it  be  rotten  eggs  or 
spoiled  meat  or  a  person  transported  for  immoral  purposes^  the 
article  itself  is  an  outlaw  or  "  contraband  of  commerce  ",  as  Mr.  Jus- 
tice Hughes  called  it  during  his  first  term  on  the  Supreme  Bench. 

There  is  only  one  other  class  of  cases  to  which  attention  should  be 
given  and  which  reasonably,  I  think,  distinguish  them.  That  is  the 
so-called  "  commodity  cases."  The  Hepburn  Act,  which  was  passed  in 
1906  and  became  effective  in  1908,  provided  that  a  carrier  could  not 
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transport  goods  which  it  had  mined,  manufactured,  or  produced.  A 
case  came  up  to  the  Supreme  Court  in  the  Delaware^  Lackawanna  <& 
Western  Railroad  Co.  v.  United  States  (213  U.  S.).  There  the 
Government  contended  that  the  inhibition  of  commodities  was  com- 
plete in  that  it  expressly  forbade  that  any  article  that  had  been  pro- 
duced or  manufactured  by  a  carrier  could  never  be  transported  by  the 
carrier  and  was  permanently  excluded  from  commerce. 

The  Court  in  presenting  the  unanimous  decision  by  Mr.  Justice 
White  called  attention  to  the  fact  that  if  it  interpreted  the  act  as  the 
Government  contended,  it  would  be  confronted  with  the  necessity  of 
controlling  the  production  or  mining  or  manufacturing  of  the  articles 
owned  by  the  carrier,  or  it  would  have  to  take  the  position  that  it 
permanently  excluded  a  commodity  from  commerce  harmless  in  its 
nature  forever  on  account  of  the  fact  of  its  ownership. 

Being  confronted  with  these  very  grave  constitutional  questions,  it 
considered  the  interpretation  of  the  act  in  the  manner  in  which  could 
i  give  it  force  and  effect,  but  without  raising  these  grave  questions. 
It  therefore  held  that  no  carrier  could  transport  a  commodity  which 
it  had  mined  or  produced  or  manufactured  until  it  had  with  bona 
fides  parted  with  title  to  it  and  was  no  longer  its  owner,  but  it  was 
not  inhibited  from  the  subsequent  transportation  of  the  article  in  the 
hands  of  other  persons  or  the  transportation  by  a  corporation  in 
which  it  held  some  stock.      ' 

So  what  really  happened  in  those  cases,  and  there  is  a  second  case 
relating  to  the  same  subject  in  231  U.  S.    Under  the  title  of  Delaware 
Lackawanna  &  Western  Railroad— I  am  not  certain  of  the  name  of 
the  case,  but  I  will  put  it  in  the  record  with  your  permission— the 
only  difference  there  was  that  in  the  first  case  there  was  involved 
the  movement  of  the  commodtiy  from  the  place  of  production  to 
the  market,  and  the  second  case  the  contrary  movement  was  at  issue 
The  Court  pointed  out  there,  as  it  did  in  the  preceding  case! 
that  what  was  involved  was  the  separation  of  the  two  functions 
with  which  the  Court  was  confronted,  that  of  a  public  transporter 
^     subject  to  regulation  as  an  instrumentality  of  Congress  and  that 
of  private  producer.    What  Congress  was  undertaking  to  do  was 
to  divorce  the  two  so  that  the  advantage  which  would  lie  with  the 
earner  m  the  transportation  of  its  own  goods  and  place  it  in  a 
position  to  act  with  discrimination  against  other  shippers  in  com- 
petition with  It  would  be  taken  from  it  by  a  regulation  effective  to 
protect  the  public  interest. 

So  that  those  cases  are  clearly  distinguishable  from  any  other 
cases  m  which  it  can  be  said  that  a  harmless  article  has  been  refused 
entry  into  interstate  commerce.  In  the  commodity  case  no  article 
was  refused  entry  into  interstate  commerce.  No  product  or  manu- 
facture by  the  transporter  wa^  refused  transportation  in  inter- 
state commerce.  The  thing  that  was  refused  was  transportation  of 
the  article  m  commerce  by  a  common  carrier  engaged  in  anv  such 
commerce  which  had  produced  or  mined  it,  and  it  was  required  to 
separate  its  ownership  from  the  article  before  that  took  place  This 
was  a  regulation  of  the  carrier,  not  a  denial  of  commerce 

Those  cases  are  thus  clearly  distinguishable  from  other  cases  and 
are  not  an  authority  for  the  suggestion  that  Congress  has  in  those 
cases  arbitrarily  refused  entry  into  commerce  of  articles  which  by 
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their  nature  are  not  inherently  bad  or  are  not  susceptible  oi  being 
articles  of  commerce.  ^ 

Now,  there  i3  another  principle  involved  here  of  equal  importance, 
and  that  is  that  by  the  terms  of  not  only  section  1  but  of  section  4 
not  only  are  commodities  denied  interstate  transportation:  and  the 
bill  makes  It  an  offense  to  transport  or  deliver  them,  whether  in  the 
hands  of  the  original  producer  or  others ;  but,  as  I  called  to  your 
attention  this  morning,  section  4  amends  every  existing  agreement 
or  code  or  license  that  has  been  or  hereafter  may  be  approved  by 
the  President  by  inserting  in  it  the  labor  standkrds  of  section  1. 
it  writes  them  without  exception  into  all  existing  contracts  which 
are  presiimtively  voluntary  in  their  nature. 

The  necessary  effect  of  ^  that  is  to  severely  limit  and  restrict  the 
contractual  povyer  of  both  employer  and  employee.  Severe  penalty, 
the  loss  of  business  to  the  Government,  the  denial  of  Government 
credit  and  hne  and  imprisonment,  all  confront  him;  and,  in  many 
instance^,  confront  employer  and  employee  if  either  undertake  to 
enter  into  a  agreement  by  which  work  could  be  performed  in  excess 
ot  60  hours  per  week  or  for  more  than  6  hours  per  day  for  5  davs 
during  that  week.  "^  • 

Apart  from  the  question  of  the  power  of  Congress  to  so  regulate 
local  employment  relations  as  an  incident  to  production  in  wholly 
local  enterprises,  which  has  been  overwhelmingly  denied  for  more 
than  a  hundred  years  by  one  decision  after  another  of  the  Supreme 
Court,  such  arbitrary  restriction  of  contract  has  been  held  to  be  a 
taking  «f  property  without  due  process  of  law,  which  is  prohibited 
under  both  the  hfth  amendment  operating  against  Congress  and 
the  fourteenth  amendment  operating  against  the  States. 

What  has  happened  here  is  that  the  earning  power  of  every  citi- 
zen of  the  United  States  is  limited  to  the  amount  that  he  inay  be 
permitted  to  earn  within  a  fixed  period  of  time.  This  assertion  is 
made  on  the  basis  that  an  emergency  exists  that  justifies  the  exer- 
cise  of  such  power. 

Of  course,  if  the  argument  of  emergency  were  made  we  would 
have  to  go  back  to  the  latest  case  that  has  been  decided  by  the 
Supreme  Court  in  that  regard,  which  is  the  case  of  the  ffa??ie  Builds 
tng  and  Loan  Assocmtion  v.  Blakdell  (290  U.  S.).     That  involved 
^^i^J^Ji^J<^y.«/ the  Minnesota  Moratorium  Law.    That  was  an  act 
ot  State  legislation,  and  the  question  before  the  court  was  whether 
or  not  It  was  within  the  police  power  of  the  State.    In  sustaining 
that  exercise  of  authority  the  court  held  that  the  emergency  and  the 
circumstances  which  it  arose  justified  a  reasonable  exercise  of  the 
police  power  of  the  State.     However,  the  Court  pointed  out  that 
an  emergency  does  not  create  new  powers,  but  may  justify  the 
exercise  of  a  power  already  possessed  by  the  special  circumstance 
^*rir  !^.^^^^^e'  ^^}  ^^^  power  passes  with  the  emergency  itself. 
^  Tliat  is  particularly  illustrated  by  the  rent  cases  in  the  District 
of  Columbia,  where  it  was  held  that  the  District  of  Columbia  being 
set  aside  for  the  Federal  Government  and  its  employees  being  here 
to  perform  functions  for  the  United  States,  their  housing  was  a 
matter  of  the  first  consideration.    That  during  the  emergency  cir- 
cumstances  of  the  war  the  Congress  was  justified  in  taking  control 
of  the  housing  situation  in  the  District  of  Columbia  to  protect  its 
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paramount  interest  in  the  proper  functioning  of  the  Government 
of  the  United  States.     {Block  v.  Hersch,  256  U.  S.  135.) 

While  that  was  sustained  as  the  extreme  limit  of  authority  in  that 
case  and  during  an  extraordinary  emergency,  in  the  following  case 
of  Chastleton\.  Sinclair  (264  U.  S.  543)  Mr."^ justice  Holmes  writing 
the  opinion  in  that  case  pointed  out  that  the  mere  assertion  that  an 
"  emergency  "  existed  did  not  settle  the  fact,  and  the  Court  would 
look  behind  the  facts;  and  in  this  case  it  was  quite  probable  that  the 
emergency  of  war  had  passed,  Mr.  Justice  Holmes  said,  with  a 
touch  of  his  familiar  humor,  probably  tlie  only  vestige  of  emergency 
left  was  the  high  cost  of  living  so  they  declined  to  sustain  the  alleged 
emergency  power. 

These  were  rent  cases.  The  Court  was  dealing  exclusively  with 
the  exercise  of  emergency  power  by  a  State  bodv  that  was  imme- 
diately m  control  and  regulating  the  local  circumstance,  whether  it 
was  the  State  of  New  York  under  the  police  power  or  the  Congress 
of  the  United  States  that  was  exercising  its  peculiar  police  power 
in  the  District  of  Columbia. 

The  only  other  case  that  came  along  of  that  nature  was  one  case 
where  the  Congress  of  the  United  States  wrote  a  wage  contract  for 
the  carriers  and  their  employees  in  the  socalled  Adamson  case, 
Ihis  was  a  temporary  contract  to  protect  ih^  paramount  public 
interest  in  uninterrupted  transportation  by  rail  because  the  parties 
failed  of  agreement.  There  the  Court  was  dealing  with  an  instru- 
mentality of  commerce  engaged  whollv  in  interstate  commerce.  The 
power  of  Congress  unquestionably  extended  to  it  because  it  was  an 
instrumentality  of  Congress,  and  not  only  is  the  mechanical  equip- 
ment of  a  railroad  an  instrumentality  of  interstate  commerce,  but 
every  employee  of  a  railroad  engaged  in  interstate  commerce,  from 
the  least  to  th^  president  of  the  road,  is  equally  as  much  an  instru- 
mentality of  Congress  as  the  locomotives  and  cars  that  operate  on  the 
rails.  The  employees  are  subject  to  the  same  regulation  by  Congress 
for  sustaining  the  operation  of  such  roads. 

There  is  nothing  new  in  that  doctrine;  but  I  call  your  attention 
to  the  fact  that  in  the  Minnesota  State  case  (290  U.  S.,  supra)  in 
which  the  opinion  was  written  by  Mr.  Justice  Hughes,  he  said  that : 

Emergency  does  not  create  power.  Emergency  does  not  increase  granted 
power  or  remove  or  diminish  the  restrictions  imposed  upon  power  granted  or 
reserved.  The  Constitution  was  adopted  in  a  period  of  grave  emergencv 
Its  grants  of  power  to  the  Federal  Government  and  the  limitations  of  the 
power  of  the  States  were  determined  in  the  light  of  emergency,  and  thev  are 
not  altered  by  emergency.  What  power  was  thus  granted  and  what  limita- 
tions were  thus  imposed  are  questions  which  have  always  been,  and  always 
^IItum'  ^^®  subject  of  close  examination  under  our  constitutional  system 

^>  hile  emergency  does  not  create  power,  emergency  may  furnish  the  occa- 
sion for  the  exercise  of  power. 

Alluding  there  again  to  power  already  existing  and  the  emergen- 
cies with  which  we  may  be  said  to  be  confronted  by  special  circum- 
stances which  may  justify  an  exercise  of  existing  authority,  no  new 
authority  is  created  nor  can  it  transform  the  authority  to  regulate 
commerce  by  the  Congress  into  an  authority  to  regulate  local  acts 
ot  production  and  the  relations  which  arise  out  of  them. 

In  effect,  the  bill  before  you  is  equivalent  to  a  constitutional 
amendment  by  which  there  is  granted  to  the  Congress  of  the  United 
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States  the  power  to  regulate  all  acts  of  production,  hours,  wages, 
and  other  incidents  of  the  relationship  of  employer  and  employee 
within  production. 

Senator  Neely.  Mr.  Emery,  in  your  opinion,  does  enforced  unem- 
ployment of  at  least  11,000,000  people  constitute  an  emergency? 

Mr.  Emery.  I  cannot  conceive  that  it  constitutes  an  emergency 
which  changes  the  nature  of  the  interstate  commerce  power. 

Senator  Neely.  Does  it,  in  your  opinion,  constitute  such  an  emer- 
gency as  would  justify  the  exercise  of  the  powers  to  which  you  have 
referred  and  to  which  reference  was  made  in  the  opinion  that  you 
read  a  moment  ago?  ,, 

Mr.  Emery.  Yes,  sir ;  it  would  justify  the  exercise  of  powers  pos- 
sessed by  Congress  under  the  unusual  circumstances  of  emergency 
which  probably  could  not  be  justified  on  any  other  action.  That 
has  been  evidenced  by  the  extraordinary  things  that  have  been  done 
by  the  Congress  of  the  United  States,  but  to  an  extent  which  has 
never  before  been  known  in  the  history  of  the  United  States. 

I  want  to  point  out  that  in  the  case  of  Charles  Wolff  v.  Kansas 
Court  of  Industrial  Relations  (262  U.  S.  522)  and  in  Dorchy  v.  Kan- 
sas (264  U.  S.  286)  you  will  find  an  examination  of  the  attempt 
upon  the  part  of  the  State  to  exercise  regulatory  control  over  all  the 
employment  relations  of  employer  and  employee  to  the  extent  of 
undertaking  to  compel  the  arbitration  of  differences  resulting  from 
disputes  over  wages  and  hours  to  the  extent  of  compelling  them  to 
actually  abide  by  the  decision  of  an  industrial  court  erected  in  a 
State  on  the  ground  that  the  production  of  food  and  clothing  was 
''affected  with  a  public  interest'^,  and  the  State  of  Kansas  was 
authorized  to  compel  operation  of  mines  or  the  production  of  food 
and  clothing,  if  the  parties  could  not  agree  to  a  contract.  That 
was  held  to  be  a  denial  of  the  due  process  of  law  because  it  arbi- 
trarily  took  from  both  of  them  the  right  to  make  their  contract 
with  each  other. 

Of  course,  this  bill  emasculates  section  7-A  now  in  operation  with- 
in N.  K.  A.  by  compelling  reorganization  of  the  contractual  relation 
of  the  parties  as  defined  therein.  That  is  the  operating  effect  of  the 
fifth  section  of  this  bill.  •> 

To  sum  it  up,  Mr.  Chairman,  apart  entirely  from  the  question  of 
pohcy  which  is  involved,  the  bill  presents  an  endeavor  to  exercise 
the  commerce  power  for  the  purpose  of  excluding  from  commerce 
all  goods  within  six  classes  of  employment  specified  where  such  goods 
are  not  produced  under  the  conditions  and  restrictions  declared  in 
section  1  of  the  bill.  Secondly,  it  undertakes  to  write  into  all  existing 
contracts  made  under  title  1  of  the  National  Industrial  Recovery  Act 
a  new  provision  limiting  the  contractual  power  of  the  parties  without 
permitting  them  to  make  arrangement  between  themselves.  It 
thrusts  not  only  into  the  codes  but  into  all  voluntary  agreements 
which  the  President  has  requested  and  which  the  President  has  nego- 
tiated through  his  officials  and  representatives  over  long  periods  of 
time  with  great  difficulty,  and  which  has  brought  together  millions 
of  people  m  a  present  employment  relationship.  This,  a  new  term, 
thrust  in  all  acts  of  production  and  service  which  those  codes  can 
reach  but  which  are  entirely  outside  the  scope  of  the  Commerce 
power.  ^ 
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In  that  connection,  I  want  to  call  your  attention  to  the  fact  that 
when  the  child-labor  amendment  was  pending  in  the  House  and  the 
Senate,  as  the  amendment  was  proposed  the  word  "  regulate  "  was 
used  and  the  word  "  prohibit  "  was  at  first  excluded.  It  was  argued 
that  the  authority  to  regulate  included  the  right  to  prohibit.  There 
was  elaborate  discussion  of  that  in  the  Senate  and  the  House,  and 
you  will  perceive  that  the  word  "  prohibit "  was  thereafter  written 
into  that  amendment. 

Of  course,  the  terms  which  control  the  commerce  power  is  written 
in  terms  of  regulation.  But,  as  the  Court  says  here,  prohibition  has 
never  been  employed  by  the  Congress  in  the  valid  exercise  of  its 
power  except  where  a  prohibition  itself  within  that  valid  exercise 
was  but  an  exercise  of  the  power  to  regulate  the  means  by  which  that 
power  was  made  operative  to  exclude  things  which  in  their  very 
nature  were  not  commerce  or  articles  of  commerce  and  could  not  be 
the  subject  of  transactions  in  commerce. 

Senator  Neely.  Has  the  Supreme  Court  at  any  time  decided  that 
the  power  to  regulate  does  or  does  not  include  the  power  to  prohibit? 
Mr.  Emery.  To  prohibit? 
Senator  Neely.  Yes,  sir. 

Mr.  Emery.  It  has  sustained  prohibitions  in  the  cases  to  which 
I  referred,  but  always  on  the  ground  that  the  subject  matter  which 
was  excluded  from  commerce  was  not  capable  of  being  an  article  of 
commerce.  It  was  excluded  on  account  of  its  inherent  nature,  but 
never  has  it  at  any  time  excluded  any  ordinary  or  generally  recog- 
nized customary  article  of  commerce.  On  the  contrary,  it  has  sug- 
gested  here  and  there  throughout  the  course  of  its  decisions  that  such 
an  act  would  be  arbitrary,  and  the  attempt  to  exclude  would  be  the 
act  of  arbitrary  power  on  the  part  of  Congress  which  would  be 
prohibited  by  other  provisions  of  the  Constitution. 

Senator  Austin.  What  do  you  say,  Mr.  Emery,  with  respect  to  the 
claim  that  unemployment  may  be  so  great  in  the  country  that  it  would 
affect  the  character  of  goods  otherwise  wholesome,  produced  under 
conditions  in  conflict  with  such  conditions  as  are  set  forth  in  the  bill 
would  affect  such  goods  so  that  they  would  become  not  the  subject  of 
commerce  ? 

Mr.  Emery.  Well,  with  the  utmost  sympathy  for  all  those  who 
suffer  under  this  distressing  condition,  it  must  be  clear  that  those  who 
are  not  employed  cannot  by  that  fact  change  the  nature  of  the  com- 
modity which  is  produced  by  those  who  are  employed. 

Senator  Austin.  That  is  assuming  goods  to  be  the  proper  subject 
of  interstate  commerce,  no  amount  of  unemployment  could  change 
that  character  and  could  render  them  not  the  subject  of  interstate 
commerce  ? 

Mr.  Emery.  I  cannot  see  that.  It  cannot  change  their  relationshin 
or  physical  nature. jov 

Senator  Austin.  If  they  are  a  proper  subject  of  interstate  com- 
merce, then  would  you  say  that  no  declaration  by  the  Congress 
could  change  their  character  to  render  them  not  the  subject  of  inter- 
state commerce  ? 

^u^^xV-^^^^*  ?^^i'  ^  *^^^^  ^^  ^^  ^^^^  ^^^^  clear  again  and  again 
that  the  mere  declaration  of  an  emergency  does  not  create  an  emer- 
gency.    It  must  be  sustained  by  the  facts.     Moreover,  the  effect  of 
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the  prop(..sal  itself  on  its  face  is  to  contract  not  to  expand  commerce 
llh      ./""'/  *'"  "'"°"".*  °*  production  that  n.av  be  enXed'"; 

sU^^.tr^hinrdp';;;,^"^""*  ^'  p-'^-^--;  ^f  i*  --  -- 

hv^n°/  ^n'"'"'-  \  y°'";  "P''"''"'  's  •*  analo-rus  to  atteniptin.^ 
aterl-ice  JS"^  *°  ""'"  *'""SS  that  are  perishable  not  pS 

Mr   EMEny   Yes;  it  would  have  the  effect  of  changino-  the  thino- 

cr:r«ri/otfi^i;iiLt.''"  "^"'^•'•^  ""■*  ^  "'-^-^^  --  ^"'^ 

'^PuSeks^  Krii'^^S'''^^^^'  REPRESENTINa  NATIONAL 
IS?JJ  WAfHSoH-  C  """''   INVESTMENT 

ter^t  i^rfmXr'ant'^'t'^lll^r  ^'^^^  ''"^^  °"*""^  °*  -^  -" 
This  testimony  is  presented  on  behalf  and  at  the  direction  of  th^ 
Nahonal  Pnblmhers  Association,  the  membership  of  whTch  comprises 
ndiv,d,.als  and  corporations  ownin^j  approximately  200  of  the  lead 
cmnhS     ■"'.''!:• '"'^^f*"*''  °*  the  United  States,  hav  n"a  tota 
cTierithS:''"*""  "*  approximately  50  millions  of  indi^idt! 

T.'^''!f%P"^'i?t''*"''  ''?'■•''  ^"'•^•"'.^  in  the  character  of  their  contents 
Included  ,n  the  association's  membership  are  -eneral  ma"n.ine^' 
women,  family,  and  fashion  publications  an,l  educational  So.ts' 
business  and  farm  ournals.  All  of  them  have  T,  at^onalc  md.  ' 
tion.     The.r  panres  reflect  to  a  remarkable  de^ee  the   les"res   tas  es" 

li"rlv"seniitii:«n^''"  "1,*'^''  <='*""*'--^--  T''-ir  circulations  are  Je^u- 
iiarly  sensitive  and  quickly  react  to  soc  al  and  economic  chinc.p«     Tn 

A  portion  of  the  members  of  the  National  Publishers  Association 

own  and  operate  the  plants  in  which  their  magaz  ne/  a.-e  nnnted 

and  are  consequently  comparativelv  large  direct  Sove^  of  si  H^^ 

abor.    The  remaining  portion  of  "its  menibers  iXeX  contHblte 

to  the  emp  oyment  of  large  forces  of  labor  in  con  2idal  ,,rinS 

enl*l?"^"'^'!3^  industry  is  unique  in  character  inasmuch  as  it  is 
engaged  in  producing  a  commodity  and  at  the  same  ti  n„  ™,f^    • 
a  service  to  the  manufacturers  of  other  commorlJHL      f  rendering 

pages  for  that  purpose.  AdvertisTn^  al^  lik!  Z  •  '*^V"  "'"5 
magazines  is  highly'  sensitive  and  qufckly^icl  in  eiSer"  n'.'°"  "^ 
co^nSf  ^°^""^  ^"  ^^'-'  -  ?hreatL:;/lLng:f  t  e"co3^ 

Accordingly,  magazine  publishers  have  a  threefolrl   inf»....f   • 
any  measure  which  may  affect  the  wage  earlierf  of 'the  couSt," 
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They  are  interested  in  the  welfare  of  the  great  consuming  public, 
upon  whom  they  must  depend  for  circulation ;  they  are  interested  in 
the  welfare  of  their  own  employees,  those  engaged  in  producing 
their  publications ;  and  they  are  interested  in  the  welfare  of  national 
advertisers,  upon  whom  they  depend  for  advertising  patronage. 

The  bill  under  consideration,  relating  as  it  does  to  the  regulation 
of  one  of  man's  most  fundamental  activities,  the  gaining  of  a  liveli- 
hood, is  of  tremendous  importance  and  far-reaching  in  its  implica- 
tions. It  is  not  a  proposal  to  be  lightly  considered.  There  seems 
to  us  to  be  too  great  a  tendency  in  our  present  difficulties  to  adopt  new 
methods,  with  little  attempt  to  either  appraise  their  value  or  measure 
the  future. 

As  magazine  publishers,  with  the  welfare  of  all  classes  of  the 

country's  population  in  view,  we  have  considered  Senator  Black's 

proposal  as  carefully  as  possible  under  the  circumstances  and  after 

a  study  of  the  information  available  at  this  time.    What  we  have 

I    to  say  will  be  briefly  discussed  under  the  following  heads: 

1.  The  immediate  effect  of  a  sudden  change  to  a  30-hour- work 
week. 

2.  Practicability  of  a  universal  rigid  work  week. 

3.  Effect  of  a  30-hour  week  on  production  and  employment. 

4.  Hour  week  necessary  to  sustain  the  Nation. 

Conditions  in  the  magazine-publishing  industry  that  have  a 
direct  bearing  on  the  measure  under  consideration  are  as  follows : 

There  has  been  considerable  increase  in  advertising  volume  during 
the  last  2  years.  Pay  rolls  and  costs  have  increased  in  proportion. 
Many  magazines  are  not  showing  profits,  and  some  still  continue 
to  show  losses.  xVdvertising  commitments  are  scheduled  many 
months  in  advance  at  fixed  rates.  Subscriptions  which  constitute  a 
large  proportion  of  magazine  circulation  are  in  force  on  a  yearly  or 
2-year  basis.  Circulations  are  guaranteed  to  advertisers;  and  if  not 
maintained,  advertisers  are  rebated.  For  these  reasons  magazine 
publishers  cannot  pass  on  increased  costs  to  advertisers  or  readers. 
^  There  are  at  present  many  employees  in  printing  plants  and  maga- 
zine offices  who  could  be  eliminated  if  absolutely  necessary.  Similar 
conditions  exist  to  a  greater  or  lesser  degree  in  other  industries. 

It  is  hardly  necessary  for  me  to  say  that  any  sudden  or  drastic 
general  change  in  an  important  industrial  function  at  any  time 
causes  confusion  and  is  highly  undersirable.  Changes  in  the  past 
m  the  length  of  the  working  week— 13  percent  from  1900  to  1929— 
have  been  so  gradual  as  to  allow  for  readjustments.  Sudden  changes 
set  up  maladjustments  that  may  prove  disastrous. 

The  immediate  effect  of  this  bill  would  be  to  suddenly  increase 
costs  to  a  point  impossible  of  absorption.  Many  magazines  would 
be  placed  on  a  losing  basis,  all  unnecessary  employees  would  be  elimi- 
nated, and  drastic  attempts  would  be  taken  to  speed  up  the  output 
of  those  already  emploved.  Those  publishers  who  could  not  m^t 
the  increased  cost  would,  if  unable  to  negotiate  loans,  be  forced  into 
bankruptcy. 

In  the  matter  of  loans,  it  is  more  difficult  for  magazine  publishers 
to  negotiate  loans  than  any  other  line  of  business,  because  very  few 
of  its  assets  are  in  tangible  form. 
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Senator  Neely.  What  are  the  daily  or  weekly  average  hours  of 
service  in  the  publishing  industry  ? 

Mr.  Harrington.  The  graphic  arts  code,  under  which  we  operate, 
has  a  40-hour  week.  Some  of  the  larger  publishers  at  the  present 
time,  so  far  as  their  office  organizations  are  concerned,  are  under  a 
37-hour  week. 

Senator  Neely.  What  were  the  weekly  hours  of  service  before  the 
code  was  adopted? 

Mr.  Harrington.  There  was  no  limit.  It  varied  very  widely 
throughout  the  country  in  different  organizations. 

Senator  Neely.  What  would  have  been  a  fair  average  ? 
Mr.  Harrington.  I  have  not  that  information  at  hand. 
Senator  Neely.  Were  the  hours  of  service  considerably  lengthened 
or  shortened  by  the  adoption  of  the  code  ? 

Mr.  Harrington.  The  hours  of  service  were  somewhat  shortened. 
You  ask  me  that  question.  I  will  have  to  ask  whether  or  not  it  ap- 
plies to  office  hours  or  to  hours  in  printing  plants  ? 

Senator  Neely.  I  mean  to  include  in  the  question  the  general  situa- 
tion in  the  industry. 

Mr.  Harrington.  In  printing  operations  the  hours  of  service  were 
44  and  48  hours  before  the  code  was  put  into  effect.  That  was  short- 
ened under  the  code  to  40  hours.  At  the  present  moment,  in  the 
magazine  and  printing  industry  combined — I  have  no  separate  fig- 
ures— the  hours  are  37. 

Senator  Neely.  So  far  as  printers  are  concerned,  the  adoption  of 
the  code  shortened  the  working  week  by  at  least  4  hours? 
Mr.  Harrington.  Yes. 

Senator  Neely.  Have  you  any  idea  how  much  the  code  shortened 
the  working  week  for  those  engaged  in  other  branches  of  the 
industries  ? 

Mr.  Harrington.  In  some  it  shortened  them  very  considerably, 
because  many  publishers  were  working  48  hours  a  week.  The  largest 
in  New  York  were  on  40  hours  or  less  at  the  time  the  code  was  put 
into  operation,  but  that  did  not  apply  to  other  cities  than  New  York. 
Senator  Neely.  Would  you  say  that  on  the  average  the  working 
week  was  reduced  as  much  as  5  or  6  hours  by  reason  of  the  adoption 
of  the  code  ? 

Mr.  Harrington.  No. 

Senator  Neely.  Would  it  average  4  hours  a  week  ? 
Mr.  Harrington.  I  have  no  statistics  on  that. 
Senator  Neely.  But  you  have  no  doubt  that  the  adoption  of  the 
code  did  materially  shorten  the  hours  for  all  classes? 
Mr.  Harrington.  Yes ;  without  any  question. 

Senator  Neely.  How  does  the  present  prosperity  of  the  publishing 
concerns  compare  with  their  prosperity  during  the  years  preceding 
the  adoption  of  the  code  and  the  consequent  shortening  of  the  hours 
of  service  ? 

Mr.  Harrington.  The  periodical  publishing  industry  has  shown  an 
improvement. 

Senator  Neely.  Then,  the  shortening  of  the  working  week  by  about 
4  hours  by  the  adoption  of  the  code,  if  it  had  any  effect  on  the  pros- 
perity of  the  industry,  increased  it  instead  of  diminishing  it;  did 
it  not? 
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Mr.  Harrington.  I  would  not  say  that  was  the  reason  for  increased 
prosperity. 

Senator  Neely.  At  least  it  did  not  frustrate  prosperity. 

Mr.  Harrington.  No  ;  because  we  had  an  increase  in  the  volume  of 
advertising  which  I  have  already  pointed  out. 

Senator  Neely.  Do  you  not  think  that  the  increase  in  advertising 
might,  to  some  extent,  be  attributed  to  the  fact  that  as  the  result  of 
the  shortening  of  the  working  week  idle  persons  were  employed  and 
provided  purchasing  power,  and  that  in  again  shortening  the  week 
and  providing  additional  employment  the  purchasing  capacity  might 
be  still  further  increased  ? 

Mr.  Harrington.  Any  improvement  that  may  have  taken  place  in 
either  the  publishing  business  or  any  other  industry  during  the  last 
year  or  last  2  years  under  the  code,  it  would  be  impossible  to  attribute 
to  any  one  thing.  It  would  be  impossible  to  attribute  it  to  the  codes, 
because  there  are  many  other  factors  that  have  entered  into  the  situa- 
tion, such  as  Government  spending,  which  has  unquestionably  had 
its  effect  on  the  purchasing  power  of  the  public.  Just  how  much  of 
any  increased  prosperity  we  may  have  had  is  due  to  the  code  or  the 
shortening  of  hours,  if  there  has  been  any,  or  to  something  else,  it 
is  impossible  to  determine. 

Senator  Neely.  In  spite  of  the  fact  that  the  Government  expendi- 
tures during  the  last  2  or  3  jesLVs  have  been  extraordinary,  is  it  not 
true  that  those  expenditures  are  almost  insignificant,  in  comparison 
with  the  immense  amount  that  has  been  spent  by  private  industry  I 

Mr.  Harrington.  No;  I  would  not  say  they  were  small.  The  total 
income  of  the  country  at  the  present  time  is  around  42  billion  dollars. 

Senator  Neely.  What  do  you  understand  to  have  been  the  expendi- 
tures during  the  last  year,  by  the  Government,  on  public  works,  for 
instance  ? 

Mr.  Harrington.  Possibly  this  committee  is  more  familiar  with 
that  than  I  am,  but  I  would  say  4  or  5  billion  dollars. 

Senator  Austin.  Is  it  not  nearer  15  billion  dollars  ? 

Mr.  Harrington.  Oh,  yes ;  in  total.  I  am  talking  now  about  direct 
expenditures  that  would  reach  through  the  C.  W.  A.  and  C.  C.  C. 
and  such  organizations  as  those. 

Senator  Austin.  Yes ;  so  am  I ;  emergency  expenditures. 

Mr.  Harrington.  Yes;  emergency  expenditures.  So  I  would  not 
say  that  they  have  been  small  in  proportion  to  the  total  volume  of 
business.  The  total  volume  of  business  in  1931  was  something  like 
81  billion  dollars,  and  it  is  estimated  now  that  its  lowest  level  is  42 
billion  dollars. 

In  addition  to  this,  there  would  be  an  immediate  decrease  in  ad- 
vertising lineage  due  to  the  efforts  of  advertisers  to  meet  the  impact 
of  suddenly  increased  labor  costs,  and  the  number  of  magazine  pages 
would  be  decreased  proportionately,  resulting  in  less  production  for 
and  less  employment  in  printing  plants  and  paper  mills.  In  this 
manner  the  purpose  of  the  30-hour  week  proposal  would  by  neces- 
sity in  part  be  defeated.  So  far  as  the  publishing  industry  is  con- 
cerned, we  cannot  see  any  other  possible  effect  of  a  sudden  reduction 
in  the  work  week  to  30  hours. 

Obviously,  if  a  given  amount  of  work  is  spread  among  too  many 
men,  the  work  will  not  yield  sufficient  to  support  them.  The  amount 
of  work  necessary  to  produce  goods  varies  with  the  nature  and  cost 


256 


THIRTY-HOUR    WORK    WEEK 


THHiTY-HOUR   WORK   WEEK 


257 


of  materials  worked,  the  kinds  of  machinery,  if  any,  used,  the  nature 
of  the  operations,  tJie  amount  of  unproductive  time  entai  ed  anH 
hundred  and  one  other  conditions.  It  follows  that  the  work  required 
to  yield  a  sustenance  or  a  sustenance  and  a  profit  to  workers  must 
vary  with  the  nature  of  the  product. 

This  simple  statement  which  is  so  axiomatic  as  to  be  beyond  con- 
Zifr  '^"""l^  ""t  -f '"'^i™*  *°  ««tablish  the  impracticSy  and 
week      ^"^"        '''■^'*™"ly  fi^'^g  the  hours  of  a  universal  work 

In  practice  the  length  of  work-week  hours  in  different  industries 
and  various  openitions  necessary  to  produce  a  sustcnancl  a,  d  a  pS 
have  been  established  as  a  result  of  a  studv  and  vears  of  experience 
There  are  certain  operations  in  some  branches  of  printing  that  would 
be  impossible  of  performance  under  a  30-hour  week.    In'many  oper 

would  entail  a  large  percentage  increase  in  unproductive  time 
Impractical  in  principle,  it  is  our  opinion  tha    a  universal  "o  hour 

ZiossThll'lP''''^"  '^l-^  "T  ™P'-««ti<=al  in  administration     It  "s 
impossible  for  us  meeting  here  to  visualize  its  effects  on  the  multiti 

The'  id"  rto  mT  t^"  '•"Tfi'^^tions  of  industrial  ojerati'ns  '''"" 
A   *     11     ■?  •      ™*'^?  ^^^  working  week  30  hours  mav  seem  simnV 
Actually  It  IS  astonishingly  complicated  "  ^  ^• 

inTheTdmfnWraSon  ^"i'^"^*^" •"*>?*  ^y  """"S  what  ha^  happened 
m  me  aciministiation  of  codes.     Unsurmountable  difficulties  have 

fc'S-.  'vt;7,5;tf„t.TS  S£:  C'iT  EtS 

S,nn„!  do"""''  '""''""  *°  '••"'  '*"  "■•>■  "■™M  -lo.  »»  i^' 

hoSp,  -^^  ir  ci'':S"„s  .1 SL^"-' 

ope„....s.   This  d„,ile  f„™  J.n.frf  L'l/lU"!";;,^  £ 
State  B,m.,  of  Labor  reports.    The  ..er.g.  houi""   JiLk  h.^ 


declined  during  that  same  period  19.4  percent.    These  are  statistics 
relating  to  manufacturing  industries. 

Some  industries  experienced  a  very  pronounced  decline  in  pro- 
duction. The  cotton  textile  industry  showed  from  June  1933  to 
June  1934  a  decrease  of  41  percent  in  the  average  hours  worked  per 

week. 

I  would  like  to  elaborate  on  that  matter  because  I  feel  sure  that 
your  committee  is  keenly  interested  in  the  practical  application  of 
the  proposal. 

The  policy  of  reducing  hours  tried  with  the  President's  Keemploy- 
ment  Agreement  of  July  1933  and  the  codes  of  fair  cgmpetition  that 
later  preceded  it.  The  records  of  experience  under  this  policy  are 
more  complete  in  the  case  of  manufacturing  industries  than  in  other 
fields  of  enterprise.  The  following  table  gives  a  summary  of  essen- 
tial facts  in  July  1933  and  November  1934,  and  shows  the  changes 
that  have  occurred. 

Labor  and  prices,  except  when  noted  data  are  from  the  United  States  Bureau 

of  Lahor  Statistics,  November  WS't 


Manufacturing  industries 


Number  of  wage  earners  (thousands) 

Total  pay  rolls  (thousand  dollars) 

Average  hours  per  week 

Man-hours  per  week  (thousands)..- - - 

Prices:  Finished  manufactured  products  (index  base, 

1923-2.5  =  100) 

Cost  of  living  (Index  base,  1923  =  100).- - 

Real  weekly  earnings  '  (index  base,  1923=100)..- 


July  1933 


5, 991, 000 

108, 078, 000 

42.3 

253,398,000 

72.2 
75.2 
96.7 


Data 


6,  435,  000 

121,085.000 

34.1 

219,434,000 

79.3 
80.8 
93.4 


Percent  change 
from  July  1933 


Increase 

Decrease 

7.4 
12.0 

19.4 

4.5 

9.8 
7.4 

3.4 

>  National  Industrial  Conference  Board. 


The  alarming  item  in  that  report  is  the  decrease  in  man-hours  of 
13.4  percent  during  that  period. 

The  only  conclusion  permissible  under  the  circumstances  is  that 
forcing  men  into  jobs  by  one  method  or  another  may  for  a  time 
decrease  unemployment  but  then  begins  the  so-called  "  vicious  cycle  " 
of  higher  prices  which  the  buying  public  are  not  willing  to  absorb, 
resulting  in  low  consumption,  lower  real  wages,  and  finally  again 
more  unemployment. 

The  maintenance  of  price  levels  of  commodities  at  a  point  attrac- 
tive to  consumers  is  of  paramount  importance  if  recovery  is  to  be 
completely  accomplished.  Any  influence  that  raises  prices  to  too 
high  a  level  will  freeze  production  and  close  the  door  to  further 
permanent  improvement  in  production  or  unemployment.  We  are 
of  the  opinion  in  view  of  available  statistics  that  the  30-hour  week 
would  produce  such  a  situation. 

I  would  like  to  say  this  in  all  friendliness,  we  are  definitely  opposed 
to  any  additional  legislation  designed  to  correct  economic  conditions, 
unless  it  is  supported  by  statistics  indicating  a  probability  of  ac- 
complishment. During  the  past  2  years  the  country  has  experienced 
too  many  failures  at  great  expense  to  taxpayers,  to  warrant  further 
unsubstantiated  ventures  of  a  similar  character. 
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The  stark  cold  fact  facing  us  is  that  this  Nation  is  not  now  self- 
siistammg  This  is  evidenced  by  a  constantly  increasing  national 
debt.  1  roduction  is  our  only  source  of  income.  From  production 
must  come  sufficient  to  pay  the  cost  of  government,  meet  our  debt 
obligations  and  supply  the  necessities  of  life. 

^uP?^'J5J^^^yJ^^"^?  P^^  ^^y  ^^  P^^  ^'^^  "^"st  we  work  to  accomplish 
this^     Can  it  be  done  on  a  30-hour  week?    This  in  our  opinion  is^ 
the  most  important  point  involved  in  this  bill. 

A  3q-hour  week  means  a  reduction  of  at  least  40  percent,  probably 
more,  m  our  national  production  of  the  year  1929,  which  was  then 
$66o  per  capita.  Would  this  Nation  be  self-sustaining  on  a  per 
capita  production  of  $400  per  year?  Obviously  it  wSuld  not  if 
present  living  standards  were  maintained. 

1  u^  ^  30-hour  week  were  put  in  force,  there  is  a  certain  group  of 
labor  who  would  never  agree  to  an  increase  at  any  future  time  if 
circumstances  warranted  it;  and  if  the  Nation  is  not  self -sustaining 
on  a  30-hour  week,  that  group  of  labor  and  wage  earners  would  have     -. 
to  be  m  part  carried  by  other  groups. 

There  seems  to  be  a  growing  impression  that  industry  exists  to 
support  men  It  can  only  exist  by  producing  goods  and  through 
their  production  support  men.  ^ 

Permanent  increased  employment  must  come  from  one  source- 
increased  production.  Any  additional  burdens  on  production  such 
as  increased  costs,  increased  taxes,  and  higher  price  levels  will 
turther  delay  permanent  reemployment.  If  the  experience  of  the 
last  2  years  has  taught  us  anything  it  has  been  that  there  is  no 
magic  trick  that  will  bring  or  magic  road  that  will  lead  to  recovery. 
Also  that  prosperity  cannot  be  accomplished  by  legislation 

Harder  work,  more  work,  longer  hours,  not  shorter  hours,  increased 
production,  saving  and  thrift  only  will  lead  to  prosperity.  Thus 
and  thus  only  may  we  meet  our  obligations  and  become  self- 
sustaining. 

The  encouragement  that  there  is  an  easy  way  out  which  the  public 
destrSivr^^^'^^  ^^^^  quarters  is  tremendously  harmful  and 

Unless  the  people  of  this  Nation  realize  this,  democratic  form  of 
government  in  this  country  is  in  serious  jeopardy. 

^'A^  wu^T.^^^  letter  was  received  from  Mr.  James  W.  Hook, 

into  the  record  m  full  as  follows :)  ^ 

Statement  on   Thirty-Houe  Bilx^  (S.   87)    By  James   W.   Hook,   Pebsidbnt 

The  Gbometeio  Tool  Co.,  New  Havkn,  Conn.  ^^"'s^t, 

Hon.  M.  M.  Nekly.  Febeuaby  11,  1935. 

Chairman  Subconwiittee  on  Thirty-Hour  Week, 

Washington,  D.  C. 
i,^!?*^V^i?»^,**J  ^™  opposed  to  Senate  bill  87  known  as  the  "Black  or  thirfv 

our  bill."    My  opposition  is  based  upon  what  I  foresee  would  be  the  effS      ' 
upon  my  own  business  and  thousands  of  others  like  it  in  the  country      I  alS 
oppose  the  basic  philosophy  of  the  bill,  believing  that  it  woiw  increase  nrfcS 
emplo^e^nt""'""  '^'^^'^  ^^^^"^^^^  Production  Td"  op™nme's"for 

The  bill  is  based  on  the  false  assumption  that  each  unemployed  oerson  l« 
a  potential  employee  in  any  and  all  classes  of  work.     It  o7e?lS^ks  ^e  Sar 
acter  of  the  jobs  that  are  available  in  the  productive  processes  of  the  ml^u: 


facturing  industry  in  this  country.    It  assumes  that  if  I  need  a  man  to  operate 


shows  an  astonishing  ignorance  of  factory  personnel  problems  and  modern 
methods  of  working  to  close  limits  in  present-day  metals  and  materials. 

Let  me  point  out  specifically  what  I  mean.  The  Geometric  Tool  Co.,  which 
I  represent,  manufactures  metal-working  tools  to  produce  screw  threads  such 
as  one  sees  on  bolts,  nuts,  pipes,  fittings  and  other  threaded  parts.  Since  the 
strength  of  assembled  products  and  machines  is  dependent  upon  the  means  by 
which  they  are  held  together,  the  importance  of  the  threaded  parts  in  their 
assembly  being  strong  and  accurately  made  is  at  once  apparent.  Obviously,  the 
tools  used  to  produce  these  threaded  parts  to  accurate  limits  must  also  be 
built  to  very  close  accuracy.  This  accuracy  in  some  cases  is  measured,  in 
tenths  of  thousands  of  inches  and  minutes  or  arc.  Workmen  capable  of 
turning  out  work  to  these  limits  obviously  are  not  plentiful.  Facts  are,  most 
of  them,  even  now,  are  employed.  They  set  the  tempo  of  factory  operation. 
The  amount  of  goods  that  can  be  turned  out  by  my  plant  or  any  one  of  the 
100,000  durable  goods  plants  in  the  country,  is  in  definite  proportion  to  the 
number  of  skilled  and  specialized  workers  on  its  pay  roll, 
t  The  Geometric  Tool  Co.,  which  is  operating  this  month  at  about  50  percent 
of  normal,  is  finding  it  next  to  impossible  to  properly  man  its  shop  and  get  out 
its  orders  under  code  hours.  Men  capable  of  manning  its  productive  processes 
apd  operations  are  almost  unfindable  in  New  Haven.  Man  after  man,  claim- 
ing to  be  a  machinist  and  even  a  toolmaker,  applies  at  our  plant  and  upon 
test  is  proved  to  be  incapable  of  reading  a  micrometer  or  interpreting  the 
simplest  drawing.  This  in  face  of  the  fact  that  over  5,000  men  are  on  New 
Haven's  relief  list.  Under  such  conditions  the  suggestion  that  some  have 
made,  that  our  shop  could  recruit  and  operate  two  shifts,  is  fantastic  and 
ridiculous. 

It  may  be  asked,  what  has  become  of  the  skilled  and  specialized  workers? 
There  seemed  to  be  plenty  of  them  in  1929. 

The  answer  is  easy  to  find.  In  1929  the  work  week  in  the  durable-goods 
Industries  ranged  between  50  to  60  hours  depending  upon  the  industry.  Today 
under  codes  it  averages  slightly  abofve  40.  Here  at  once  is  a  reduction  of  20 
to  SS^^  percent  in  effective  skilled  worker  effort.  But  this  is  not  all.  It  takes 
time  to  make  a  skilled  workman.  In  1929  and  before  it  required  4  years  of 
apprenticeship  to  make  a  toolmaker.  That  was  when  the  work  week  was  much 
longer.  Today  on  a  proportionate  basis  it  would  take  20  to  33%  percent  more 
time,  or  from  5  to  6  years.  Since  1929  business  has  been  so  bad  that  appren- 
ticeship courses  have  languished,  so  much  so,  in  fact,  that  the  losses  of  skilled 
workers  by  the  normal  processes  of  death,  change  in  occupation,  disability 
^  and  old  age,  have  not  nearly  been  offset  by  new  workers  to  take  their  places. 
Conservative  estimates  indicate  that  there  are  now  available  for  employment 
in  the  durable-goods  Industries  at  least  30  percent  fewer  skilled  workers  than 
in  1929.    Practically  all  of  them  are  already  attached  to  some  pay  roll. 

With  less  emphasis  on  the  time  it  takes  to  train  them  the  same  comment 
would  apply  to  the  better  class  of  specialized  workers  who  are  highly  skilled 
in  a  few  rather  than  many  operations. 

I  believe  that  chaos  would  follow  if  the  work  week  were  sudden  re- 
duced to  30  hours.  I  believe  great  hardship  would  be  heaped  on  the  specialized 
workers  who  back  up  the  work  of  the  skilled  workers  and  the  common  laborers 
who  stand  still  further  down  the  scale  if  such  a  decree  were  forced  on  industry. 
I  contend  that  such  an  imposition  would  result  in  the  tasks  of  these  supporting 
workers  being  doubled  up  wherever  possible,  or  eliminated  entirely  by  the 
substitution  of  less  costly  machine  operations,  with  the  result  that  many  would 
be  laid  off.  I  assert  that  It  would  so  thoroughly  augment  the  shortage  of 
skilled  workers  as  to  effectively  stymie  the  few  signs  of  recovery  that  are  now 
beginning  to  appear  in  the  durable-goods  industries  in  which  the  major  portion 
of  the  country's  unemployment  exists.  Not  only  would  a  reduction  in  the 
working  week  reduce  production  by  curtailing  the  effectiveness  of  skilled  work- 
ers, but  it  would  also  encourage  curtailment  of  buying  by  forcing  up  the  prices 
of  the  lesser  quantity  of  products  these  factories  would  produce.  This  would 
be  followed  by  a  demand  for  further  reduction  of  hours,  unless  the  proponents 
of  such  methods  of  increasing  employment  and  hastening  recovery  had  learned 
by  that  time  that  they  were  on  the  wrong  track. 


260 


THIETY-HOUE   WOEK   WEEK 


thre«ra^MfMi"7th?.'''n^  ^^l"l  "  '"  °°*  necessary  to  more  than  mentloir 

eliminate  the  sicllled  worker  factor    '^W^Sid?L^xfr-»h??fM^"'',>  *^/*  ^V^ 
pvAD  fhnn'?    T  f».j^i-  ^  i.     T^      Aav,n/i.     wouiQ  txiG  cxtra  Shift  idea  be  tenable 

As  already  indicated,  the  situation  we  would  face  in  the  GeomPtrir>  Tool 

SftoXeTre^-?  faZV/rolt  ~  '""^''"^'^'^  *'"^  ^^'t^l^ X^Z 

effects  would  serve  to  put  people  on  pay  rollf     ^   "^"^  ''''^  ^'^^  '^^  ^^^^  «"^^ 
persons  to  be  employed  more  tCn  flvl  da^s^n  inv  ^^  ^^^^^""^  ^"^^  ^^^^^ 

r;i.^ueT.e^m^^ir  pt=C  ISH^^^ 

p.o,or  from  the'proviLns  of  This  aT^  h  VfertHoTuorSs  •'''  '"'■ 

to  how"/hif^*,*-''^  """'^  ""^  ">«■•«•  »°t  «<J  the  writer  of  them  Svethouirht 
to  how  their  plain  meaning  would  work  out  in  actual  practi^'  Junior  „! 
often  happens,  a  burst  of  orders  should  descend  upon  our  pl^nt  for'^deUve?^ 


THIETY-HOUE   WOEK  WEEK 


261 


in  time  to  enable  the  customers  to  make  promised  deliveries  of  their  own 
product.  This  is  a  common  experience  in  all  durable  goods  industries^  Co- 
-ordination  of  delivery  of  goods  between  factories  and  suppliers  is  extremely 
important  to  keep  the  entire  productive  processes  of  the  country  going  smoothly 
and  continuously.  Could  we,  in  such  a  contingency,  hope  to  get  permission 
from  Washington  to  increase  hours  soon  enough  to  enable  us  to  get  the  orders 
out  on  time?  He  who  would  answer  "yes"  to  that  question  is  not  speaking 
from  experience.  But  let's  grant  the  bureau  in  Washington  the  benefit  of  the 
<ioubt.  Let's  say  that  a  favorable  reply  came  by  return  wire.  Can  you  imagine 
the  questioning  that  would  follow  in  the  way  of  letters,  forms  to  fill  out  and 
«ven  personal  examination,  if  an  unfriendly  bureaucrat  wanted  to  badger  us 
to  make  us  prove  that  our  request  was  "simon  pure"  and  justifiable? 

The  implication  of  such  regulations  from  Washington,  when  multiplied  by 
the  thousands  of  plants  in  the  country  that  would  be  constantly  on  the  griddle 
in  similar  cases,  is  too  terrible  to  contemplate. 

Another  thing  which  I  oppose  in  the  bill  is  the  provision  for  invoking  the 
power  of  the  Government's  purchases  as  a  means  of  forcing  compliance.  It  is 
a  combination  of  bribe  and  boycott  from  which  free  Americans  recoil.  In  my 
judgment,  if  a  bill  cannot  be  enforced  by  normal,  punitive  means,  then  it  is 
not  a  good  bill  and  has  no  place  on  the  statute  books.  But  for  the  Government 
to  say  that  I  may  be  on  a  "  white  list "  if  I  do  what  it  says  in  the  matter  of 
running  my  private  business,  or  on  a  "black  list"  if  I  don't,  is  wrong  and 
I  hope  the  Congress  will  never  countenance  such  a  practice. 

Respectfully  submitted. 

(Signed)    James  W.  Hook, 
President,  The  Geometric  Tool  Co.,  New  Ha/iyen,  Conn. 

« 

Senator  Neelt.  The  committee  will  now  adjourn  until  tomorrow 
morning  at  10 :  30  a.  m. 

(Thereupon,  at  4:30  p.  m.,  the  committee  adjourned  until  10:30 
a.  m.,  Wednesday,  Feb.  13,  1935.) 
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WEDNESDAY,  FEBRUARY  13,  1935 

United  States  Senate, 

Subcommittee  of  the 
Committee  on  the  Judiciary, 

Washington^  D.  C. 

Pursuant  to  adjournment,  the  subcommittee  reconvened  in  the 
committee  room,  Capitol,  at  10 :  30  a.  m.,  Senator  M.  M.  Ne^ly 
(chairman)  presiding. 

Senator  Neely.  The  committee  is  ready  to  proceed. 

STATEMENT  OF  M.  H.  REYMONB,  BINGHAMTON,  N.  Y. 

Mr.  Reymond.  My  name  is  M.  H.  Eeymond.  I  live  in  Bingham- 
ton,  N.  Y.  My  business  is  industrial  engineering.  I  have  done  work 
for  many  well-known  companies. 

Senator  Neely.  For  whom  do  you  appear?  That  is  more  impor- 
tant. 

Mr.  Reymond.  I  am  not  appearing  in  behalf  of  any  specially  inter- 
ested group. 

Senator  Neely.  Are  you  here  representing  yourself,  or  somebody 
else? 

Mr.  Reymond.  I  have  tried  in  my  approach  to  this  problem  to 
maintain  the  point  of  view  of  the  average  citizen. 

Senator  Neely.  I  am  not  interested  in  that.  Are  you  voluntarily 
appearing  as  a  patriot,  or  are  you  representing  somebody  who  is 
paying  you  for  your  opinions  ? 

Mr.  Keymond.  I  suppose  the  first  definition,  voluntarily  as  a 
patriot,  would  describe  it. 

Senator  Neely.  Then  no  one  is  paying  you  or  paying  your 
expenses  ? 

Mr.  Reymond.  No. 

Senator  Neely.  You  may  proceed. 

Mr.  Reymond.  In  connection  with  my  work  for  many  well-known 
companies,  I  have  had  occasion  to  observe  the  problem  of  unem- 
ployment in  a  wide  variety  of  industrial  enterprises  at  the  point 
where  unemployment  actually  develops.  In  that  connection  I  have 
made  a  special  study  of  the  general  problem  of  industrial  depressions 
and  employment  for  many  years. 

After  I  complete  the  brief  statement  I  am  about  to  make,  I  will 
be  glad  to  answer  any  questions  I  am  able  to  answer.  I  should  also 
like,  if  I  may  be  permitted,  to  answer  a  question  asked  the  other  day 
by  you,  Mr.  Chairman,  and  also  a  question  asked  by  Senator 
McCarran. 
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prJsSnrbfirn^moIv*"}.  *""/•*  ^'^^^^'-thiness  of  the  objectives  of  the 
{»eseni  mn,  namely,  to  relieve  the  existing  unemolovrnpnt  »tirl  +r. 
improve  the  condition  of  workers  in  industrf.       ^    ^  ""'^  ^ 

lint  It  IS  unfortunate  that  many  of  the  things  that  have  been  .lonp 
during  the  past  5  years  with  the  intention  of  hdp£  labor  lave 

iTnlf"""!  '^r.rT''-  '^^'^  ^'^^'  '•'^t^'-ded  recover?  from  unem! 
plo^ment    And  they  have  retarded  restoration  of  a  proDer  standard 

mi/       f  lu  ^'"  '''''•^'■"??.  ^"«'''^"'     *  «'•  reasons  I  will  give  vou   I  sub 
mit  that  the  present  bill,  if  enacted  into  law,  would  fur/her  retard 

£g7[h7avX"r,S''''^"*  -^"^  ---^-^  - "-  ^'-^"i^o? 

h^l'Ul^^  l^r^^.P^^c^'  I  submit  that  the  general  economic  theory  be 

uiiiDt cause  tlie  tact  ol  the  matter  appears  to  be  that  therp  nrp  nr.f  « 

E„rnr&n,'*'-''IT '^'?''  ^^'^J  '^  >■''  know  Sfafcausrunl' 
Sloveit  o?rabo,  ^t'm   r  ^''"l/l  n^^H  '"  8«""''1=  it  i«  true  "t 

Let  us  begin  at  tlie  point  wiiere  unemplovment  develons     Hero 
he  hadn-t  close,)  rimvn  i,i    ?    "^  -^  ^"'  y^'S'^  ""'^  overhead  costs.    If 

which  he  can  s^ll  Lis  rSodurf  rt  tT"*-''"  liaising  the  prices  at 
ing  his  wage  fn  1  over£d  cost?  T  "''  '•  ""  *^'  ^"T*''»"  «*  l°«'e«- 
Jeni  is  bevSnd  tlie  control  ofiL  T  f  '"'"^  approach  to  this  prob- 
problem.  mvoiv  „!  aTj  t,^  eomnLf  f^^  "  ""ti°«al 

cnrrencv     Thus  f n r  n,„  rl     ^        1°'"'  ""''  P't*''"^  "^  banking  and 

method-Vo  con trofprice  67ZTJF'''T  '°  ^°Y  "*  ""  ''«-«"* 
factory  owner  has  been  di^»,!liT  ""''  OY.erhead  approach  this 

proper  xeinedLl  ^cti^Ti  "  f''  Xkif  le^J^  Ti^^'o ''^r""'  *'•*"»  *•»« 
Jias  been  more  or  less  co.nnpiu;  t    I    ^    ?*!f-    ^"  "'«  contrary,  he 

tion  similar  to  tLt  wliic  ?s  now  n,-n?.  ^"1  • '""  "P""''*"^'  "^J'  '^^^'^l"- 
in  the  present  bill  proposed  in  a  more  extreme  form 

miSi3";!ffo!S  C^'^ich  :It  '"""^  "nemplovment,  and  of  tlie 
prolonged  thirnroblL  wh  tTf J^'^'V"'"'^'^"?''''''-^  intensified  and 
.shouldl^p  br-uiht  out  ^'"^  *°  '"'■"  ^*'  «  f<^^  farther  facts 

twS;r;.^ic^,!L\ife:sYs^!!Sn1rif29°t 

in  general,  due  to  a  comnlicatinn  nf  fil      "  i   ^'^  '^'^'^''"^  "»  P"ces 

relevant  to  the  prese„t'ard^riiET-l=;.;n?gri.^[o- 
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at  the  present  time.  The  thing  of  importance  in  the  present  connec- 
tion is  that  the  general  price  level  did  decline  rapidly  and  that  wage 
and  overhead  costs  did  not  decline  with  equal  rapidity.  The  in- 
evitable result  was  the  wiping  out  of  profits,  the  contraction  of  bus- 
iness enterprises,  and  a  growing  army  of  unemployed  workers. 

This  unemployment  situation  was  made  worse  and  more  prolonged 
than  it  ordinarily  would  have  been  by  the  erroneous  approach  to 
this  problem  of  our  people  and  of  our  Government.  Employers  of 
]abor  were  urged  to  keep  wage  rates  at  or  near  the  1929  level.  They 
were  urged  to  increase  overhead  expenditures  by  spending  money 
on  plant  additions  and  improvements.  And  they  were  forced  to 
further  increase  overhead  costs  to  help  to  pay  for  expanded  Govern- 
ment activities. 

With  a  continued  confusion  of  thought,  some  of  the  well-meaning 
people  who  led  us  into  this  course  of  conduct,  upon  beginning  to 
realize  that  this  was  a  wholly  wrong  approach  to  the  problem,  have 
tried  to  justify  it  by  claiming  that,  while  increased  wages  and  over- 
head costs  did  tend  to  increase  unemployment,  the  raising  of  such 
costs  also  would  raise  prices  enough  to  more  than  counterbalance 
the  evil  effect  of  raising  these  costs  in  the  first  place.  This  is  an 
excellent  example  of  how,  on  economic  questions,  people  argue  them- 
selves around  circles  into  believing  almost  anything  they  want  to  be- 
lieve,  however  untrue.  The  mere  fact  that,  beginning  in  1929,  prices 
could  decline  more  rapidly  than  costs,  is  proof  positive  that,  in  a 
period  of  declining  prices,  costs  are  not  the  controlling  element  in 
the  situation,  and  that,  therefore,  it  is  futile  to  try  to  prevent  a  de- 
cline in  prices  by  inflating  costs.  The  principal  result  of  inflating 
costs,  under  such  circumstances  is  to  close  down  more  businesses 
and  make  the  unemployment  situation  worse  than  it  otherwise  would 
have  been. 

An  incidental  result  of  this  erroneous  general  policy  of  forcing 
higher  wage  and  overhead  costs  upon  all  businesses  has  been  to 
work  an  especial  hardship  upon  the  more  humane  companies,  whose 
practice  had  been  to  continue  the  employment  of  aged  and  infirm 
and  otherwise  less-efficient  employees  at  somewhat  lower  wages,  as 
against  the  less-humane  corporations  that  made  a  practice  of  keep- 
ing employees  only  during  their  years  of  maximum  efficiency.  In 
many  instances,  these  more  humane  companies  have  been  forced,  in 
self-preservation,  into  abandoning  these  hmnane  practices. 

Another  incidental  result  of  this  general  policy  of  forcing  higher 
wage  and  overhead  costs  upon  all  businesses  has  been  to  give  an 
unfair  advantage  to  some  companies  in  a  position  to  force  up  prices, 
at  the  expense  of  other  companies  in  more  competitive  fields  where 
prices  were  correspondingly  lowered  in  consequence.  This  counter- 
balancing of  artificially  inflated  prices  in  some  industries  by  cor- 
respondingly depressed  prices  in  other  industries  is  an  inevitable 
result  of  the  fact  that  the  general  level  of  prices  is  determined  by 
financial  factors  apart  from  costs. 

It  is  believed  worth-while  to  review  a  little  more  explicitly  the 
history  of  our  labor  policies  during  the  past  5  years.  I  submit  that 
the  theory  of  our  people  and  of  our  Government  in  the  years  1930 
to  1932,  of  maintaining  high  wage  and  overhead  costs  in  the  face 
of  declining  prices,  was  an  economic  delusion.  It  was  not  only 
wrong  in  theory,  as  I  have  tried  to  show,  but  it  also  proved  a  failure 
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in  practice  as  should  have  been  expected.  I  submit  that  the  similar 
economic  theory  of  the  N.  E.  A.  of  1933-34,  of  raising  wage  and 
overhead  costs  m  a  period  of  serious  unemployment  was  a  similar 
economic  delusion.  If  any  of  you  are  still  unconvinced  that  the 
JN.  K.  A.  actually  aggravated  the  unemployment  problem  by  re- 
tarding business  recovery  all  you  have  to  do  is  look  at  anv  of  the 
well-known  charts  of  business  activitv.  I  have  here  a  New  York 
limes  chart  illustrating  this  point.  You  will  find  a  decided  slump 
in  business  activity  begmning  about  July  1933,  when  the  first  lar^e- 
class  wage  raising  and  week-shortening  drive  was  made.  You  will 
hnd  a  similar  slump  beginning  about  April  1934,  when  a  second 
drive  ot  this  kind  was  made. 

I  submit  that  the  present  30-hour  week  bill  obviously  involves  a 
continuation  and  extension  of  the  erroneous  labor  policies  of  the  past 
5  years.  To  the  extent  that  this  bill  contemplates  higher  wao^es  per 
hour.  It  would  cause  lower  wages  per  week  bv  forcing  a  further  con- 
traction of  business  enterprise,  or,  what  amounts  to  the  same  thing 
by  preventing  a  normal  reexpansion'of  business  enterprise.  To  the 
extent  that  this  bill  may  contemplate  reducing  hours  without  raisin <r 
wages  per  hour,  it  would  involve  a  lower  standard  of  living,  being 
m  effect  a  bill  for  placing  the  entire  burden  of  unemployment  relief 
upon  workers  who  now  have  jobs,  which  I  am  sure  is  not  the  inten- 
tion. And,  even  if  it  so  intended,  this  latter  interpretation,  involv- 
mg  no  increase  m  wages  per  hour,  would  cause  much  waste  and  in- 
efliciency,  which  would  also  mean  higher  costs  and  a  contraction  of 
business.  I  submit  that  no  matter  how  it  is  interpreted,  the  present 
dU-hour  week  bill  would  actually  retard  recovery  from  unemplov- 
ment  and  actually  reduce  the  standard  of  living  of  labor. 

So  I  submit  that  if  Congress  wants  to  do  something  helpful  in  the 
direction  of  labor  legislation  at  the  present  time,  it  should  be  in  the 
direction  of  trying  to  reduce  wage  and  overhead  costs  rather  than  in 
the  direction  of  further  increasing  these.  I  submit  that  even  soundly 
conceived  and  ultimately  desirable  humanitarian  benefits  to  labor- 
should  not  be  entered  into  at  the  present  time  if  they  involve  any 
increase  m  wage  or  overhead  costs,  because  such  increases  would  have 
the  eltect  of  intensifying  and  prolonging  the  existing  unemploy- 
ment. I  believe  that  our  first  concern  should  be  to  cure  the  existing 
unemployment,  which  requires  either  reducing  costs,  until  these  are 
again  in  balance  with  existing  prices,  or  increasing  prices  until  these 
are  again  in  balance  with  existing  costs. 

Now  taking  up  jour  question  of  last  Friday,  Senator  Neely,  you 
brought  up  the  point  that  a  generation  ago  it  was  customary  in  in- 
dustry to  work  10  hours  a  day. 
Senator  Neely.  Or  more. 

Mr.  Reymond.  Yes.  At  that  time  they  were  trying  to  reduce 
that  to  8  hours  a  day,  and  at  that  time  there  were  arguments  pre- 
sented that  were  very  similar  to  the  present  arguments  why  that 
would  be  disastrous ;  that  it  would  hurt  the  standard  of  livino^  would 
hurt  business,  would  cause  unemployment.  After  a  period  of  vears 
however,  we  did  actually  shift  over  to  an  8-hour  day,  and  instead  of 
the  dire  consequences  that  had  been  predicted  the  standard  of  living 
of  labor  was  really  higher  than  it  had  ever  been  under  the  10-hour 
day,  and  the  profits  of  industry  were  equally  great.  Industry  was 
equally  prosperous,  even  more  so. 


From  that  you  asked  the  question  as  to  whether,  if  we  pass  the 
present  6-hour  day  law  as  against  the  8-hour  day  in  practice  today, 
we  would  not  have  a  similar  result.  I  will  agree  that  if  we  give  the 
market  a  sufficient  period  of  years  intervening  between  the  8-hour 
day  and  the  6-hour  day,  that  would  be  the  happy  result.  The  only 
reason  the  shift  from  10  to  8  hours  did  have  the  happy  result  men- 
tioned was  due  to  entirely  different  elements  than  anything  you 
mentioned.  It  was  due  to  what  really  is  the  most  important  element 
in  this  situation,  and  that  is  the  fact  that  during  that  intervening 
time  between  the  10  and  8  hours  we  made  many  technological  im- 
provements which  enabled  a  man  to  produce  more  in  eight  hours 
than  he  formerly  could  produce  in  10  hours.  That  is  what  made 
that  happy  condition  possible.  The  same  would  be  true  if  we  would 
permit  the  8-hour  day  to  gradually  merge  into  a  6-hour  day  over  a 
period  of  years. 

But  if  you  try  to  force  that  condition  overnight  or  in  a  year  or 
.  two,  we  will  not  get  it.  We  will  get  a  reduction  in  the  standard  of 
living  from  the  8-hour  day,  and  if  labor  resists  that  low  standard 
in  connection  with  working  6  hours  instead  of  8  hours,  the  result 
will  be,  until  labor  suffers  enough  to  accept  that  lower  standard  of 
living,  industry  will  be  stagnant,  business  will  refuse  to  operate  at  a 
loss,  and  the  present  army  of  unemployment  will  continue  with  its 
present  proportions. 

Does  that  throw  any  light  on  that  question  ? 

Senator  Neely.  You  are  testifying. 

Mr.  Reymond.  I  wish  Senator  McCarran  were  here,  because  I  am 
coming  to  his  question. 

Senator  Neely.  I  assume  from  what  you  have  said  that  you  do 
not  believe  that  the  inventive  genius  of  America  today  is  equal  to 
that  of  the  past,  or  that  there  will  be  technological  discoveries,  inven- 
tions, and  advancements  in  the  future  similar  to  those  of  the  past? 

Mr.  Reymond.  Quite  the  contrary,  Senator.  I  believe  it  will  be 
as  great  or  greater. 

Senator  Neely.  If  that  technological  advancement  to  which  you 

>     have  referred  absorbed  the  superfluity  of  labor  occasioned  by  the 

shortening  of  hours  in  the  past,  is  it  not  fair  to  assume  that  the 

greater  technological  advancement  in  the  future  will  also  absorb  the 

superfluity  of  labor  created  by  the  shortening  of  hours  again? 

Mr.  Reymond.  Provided  the  technological  advancement  precedes 
the  shortening  of  hours.  If  you  attempt  to  put  the  cart  before  the 
horse  and  shorten  or  decrease  the  hours  before  this  improvement  has 
been  sufficient,  you  will  not  get  the  desired  result. 

Senator  Neely.  How  do  you  know  that  technological  advance- 
ment represents  the  horse  before  the  cart?  May  not  the  shortening 
of  hours,  the  reemployment  of  millions  of  idle  men,  the  increase  of 
wages,  and  the  consequent  increase  in  purchasing  power  represent 
the  horse  and  technological  advancement  represent  the  cart? 

Mr.  Reymond.  I  believe  it  stands  to  reason  that  before  wealth  can 
be  enjoyed  it  must  be  created.  You  cannot  set  a  standard  of  living 
beyond  what  we  are  creating  and  then  attempt  to  catch  up  with  it. 
It  seems  to  me  the  logical  procedure  is  to  create  the  wealth  first  and 
then  distribute  it. 

Senator  Neely.  Have  ^ou  any  plan  for  solving  the  problem  of 
supplying  work  to  11  million  unemployed  ? 
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Mr.  Reymond.  Yes. 

Senator  Neely.  What  is  your  plan  ^ 

the  better  k  in  th-q"""?-  "^''^f'  ^""^  ^^^  "th*"-.  ^hich  I  belie  e  Z 

Senator'  wi'm^f  Ts\tniarf ^'^^  ^*T«-^  ^^^«i  »*  P''- 
result?  ^         ^^^^   ^^^  producing  that  happjr 

M"t;™o^"Yt'rir"  ^-^  -<^"-'^  y»-  plan  to  writing? 

Senator  Neelt   Is  it  embodied  in  the  statement  you  have  made? 
It  tufdTaTeTt  it'tTd  piUl  **"  ^""^  *°  ^'"•^"^^  ^*  -  -  "^  ?i- 
thatjkn'isl"^^-  "^"^  ^''"  *=""*^  "«*  i''^''^^*^  -  10  'ninutes  what 
T  ^Hw  f'T  K  '^l!^  ^"^^  paragraph  of  the  statement  I  read  which 

Senator  Neely.  I  wish  you  would. 
Mr.  Eeymond  [reading]  ; 

creasing  instead  of  reducine  costs -we  j,„,f  P.l  .f  ?'  "uemployinent  by  In- 
other  general  approach  to  thirpr^bT^ithp  ml»fT^^''  '"""1'  ""  '""''y  *"« 
restore  and  then  stabilize  the  general  p?Scetev"''  "»»'"«'=''  "^  trying  to 

sin^e^rS?^'""^-  ^""  '^^  *^^*  '^^^^  P^'''''^™^  h«^e  been  bungled 
Mr.  Reymond.  That  is  my  view 

saSt^orv'^rr^  t'o^S'^"""'  """^  *^^  ''^^°'-  ^^*-*-"  ^^-ally 
condition.    It  would  have  been  health vTnfnrl!^  -  present 
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in  the  cost  of  living  and  the  value  of  securities  listed  on  the  various 
stock  exchanges  ? 

Mr.  Reymond.  No.  I  believe  that  between  1923  and  1929  labor 
did  not  get  what  it  was  entitled  to  get. 

Senator  Neely.  But,  you  believe  that  since  1929  it  has  received 
more  than  it  deserved  ? 

Mr.  Reymond.  Not  so  much  labor  as  overhead.  We  have  increased 
our  overhead  costs  more  than  we  have  our  labor  costs. 

Senator  Neely.  What  do  you  include  in  overhead? 

Mr.  Reymond.  Factory  overhead,  salary  overhead,  and  govern- 
ment expenditures. 

Senator  Neely.  And  government  expenditures? 

Mr.  Reymond.  Yes.    They  all  have  to  be  paid  for  by  industry. 

We  have  wasted  time,  energy,  and  expense  on  monetary  fallacies 
that  were  fore-doomed  to  inefficiency  and  failure.  It  would  not  be 
relevant  to  the  present  bill  to  go  much  into  detail  as  to  these  mone- 
tary fallacies. 

Senator  Neely.  Do  you  refer  particularly  to  the  devaluation  of  the 
gold  dollar? 

Mr.  Reymond.  That  is  one  of  them.  There  were  a  number  of 
them.  We  were  trying  between  1929  and  1932  to  raise  prices  by 
raising  costs.  You  tried  to  raise  prices  by  raising  overhead  and 
wage  costs,  and  that  is  another  similar  fallacy,  in  my  opinion. 

In  order  to  be  fully  constructive  in  my  criticism,  I  would  like  to 
briefly  outline  what  I  believe  would  be  an  efficient  monetary  pro- 
gram. Personally,  I  believe  this  monetary  approach  is  the  more 
logical  and  the  more  practical.  Inasmuch  as  the  decline  in  prices 
was  the  thing  that  started  the  trouble,  the  more  logical  approach  is 
to  try  to  restore  that  condition  that  existed. 

Senator  Neely.  What  caused  the  decline  in  prices  ? 

Mr.  Reymond.  A  combination  of  circumstances  caused  principally 
by  the  fact  that  we  were  on  the  gold  standard,  and  that  governments 
and  individuals  all  over  the  world  took  the  notion  to  withhold  gold 
or  hoard  it  and  withdraw  it  from  the  open  markets  of  the  world, 
thereby  artificially  inflating  its  value. 

The  rapid  fall  in  general  price  levels  which  began  in  1929  was 
due  to  our  being  on  a  gold  standard,  combined  with  the  fact  that 
governments  and  individuals  all  over  the  world  took  the  notion  to 
withdraw  gold  into  hoarding,  thus  making  it  scarcer  and  more 
valuable  in  the  open  markets  of  the  world,  and  thus  causing  our 
general  price  level  to  fall.  At  another  time,  perhaps  not  far  dis- 
tant, governments  and  individuals  are  likely  to  take  the  notion  to 
dump  gold  hoardings,  thus,  if  we  are  on  a  gold  standard  at  the  time, 
inflating  prices  and  throwing  us  into  another  boom,  aggravated  by 
the  credit  manipulation  that  usually  develop  in  periods  of  rising 
prices.  That  was  the  condition  we  had  in  1929.  My  opinion  is  that 
so  long  as  we  try  to  use  precious  metal  as  a  standard  of  value  we 
will  always  suffer  from  periods  of  rapidly  rising  and  falling  prices 
and  accompanying  booms  and  depressions  and  unemployment. 

Senator  Neely.  Are  you  in  favor  of  adopting  some  other  standard 
of  value  ? 

Mr.  Reymond.  Yes ;  I  am  coming  to  that. 
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I  submit  that  the  logical  correction  is  to  anchor  the  dollar  to  a 
representative  cross  section  of  all  wealth,  including  both  consumer 
goods  and  investment  goods,  say  a  total  of  100  sensitive  and  liquid 
Items  selected  m  a  strictly  automatic  manner.  The  whole  prwess 
can  be  made  substantially  as  mechanical  and  impersonal  and  inde- 

w1?/i!!.?.  .!!    i^'^'I^T"*  '^J*'?'*  '^^  *'^«  g«ld  standard  used  to  be, 
i^vdue        '^'^'''^^'"^t'»g«  of  the  gold  standard  of  rapidly  fluctuating 

Senator  Neelt.  What  is  your  specific  suggestion  ? 

:  ?u^^?^'*;3.  representative  cross  section  of  all  wealth,  rep- 
resented by  the  100  items  to  which  I  referred.  '    ^ 

.  fertn^tloLSitiesr'*  """'''  "'P''"'"*  '''''  "^^''^''^  "^^  ''^  ^''- 

Mr.  Eetmond.  It  would  be  represented  by— may  I  finish  this 

paragraph,  and  then  I  will  go  into  that,  because  I  touch  up^n  that 

fi«ntL^^**  t  moment  ago,  this  whole  process  can  be  made  substan- 
tially as  mechanical  and  impersonal  and  independent  of  Government 
oSell*J'%^°i'*  standard  used  to  be,  without  the  disadvantage 
of  the  gold  standard  of  rapidlv  fluctuating  in  value.  The  details 
for  carrying  out  this  general  pfan  have  been  carefully  worked  out 
th«rjri^  ^^*  properly  organized  dollar  stabilization  corporation, 

wo^ild  ?^lli       ^°""'i«rd  i'*l"i^  r'^^''  «"  circumstances  and  that 
would  involve  a  profit  instead  of  an  expense  to  the  Government 

kind  TnTffh^^f  K°*°  '^''^.  ^^^"'^^  *  •'"^f  outline  of  this 
kind.    An  effort  will  be  made  to  do  so  in  connection  with  other 

proposed  legislation  to  which  this  plan  is  more  closely  rdated 

1  will  be  glad  to  go  into  those  details  now,  if  you  wish  me  to  nar- 

ticular  y  in  connection  with  the  question  that  you  brou"hT  up     The 

general  nature  of  this  corporation  would  be  "™"=n'^  "P-     ine 

Senator  Neelt  (interposing).  That  was  not  my  question.    What 

ToilSr ZneT"''''  ""'  ''''"^-     '''''''  ^ '"''  ^^  ""  ^^'^ 
Mr.  EEyMOND.  We  are  going  to  have  a  dollar  stabilization  corno- 
ration  with  an  investment  of  these  100  items  I  have  mSnS  ^ 

we^lth.^'"''*''''"'"  '^^^^  Co'-Poration  will  issue  money  backed  by  that 
Senator  Neelt.  Will  it  be  gold,  silver,  or  paper? 

,«™e;  ^^!^°^''*;  ?*  ^iU  correspond  to  the  common  stock  which  an 
investment  trust  issues.  ""iui  a^ 

Senator  Neelt  Will  it  be  a  piece  of  paper,  or  metal  ? 

tion.'"'  ■^^™'*'*''-  ^*  "^'^  ^^  »  P'cce  of  paper  backed  by  this  corpora- 
Mr"  EEy™''vT^*  f  ^^f  /  ^•'^^  ''«««  */y^"g  t«  "^certain. 

^imiL  tn  fw     ?  t  •    .^^nt  to  hring  out  that  this  paper  will  be 

?rn.t       Tf  ^t      .'t  f  f  ^"""^  «"  ^°'"'"°"  '*^^  of  an  investment 
Sd'edlotinTour'^'  ""'  *'^^  *^"^*-    ^'^^^  ^^  theXLS  1 
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Mr.  Reymond.  No.  We  will  go  on  a  standard  which  will  be  rep- 
resented by  these  100  items  of  real  wealth. 

Senator  Neely.  What  shall  we  do  with  silver  and  gold?  Will 
they  be  important  money  factors  ? 

Mr.  Eeymond.  No,  sir.  If  we  want  a  standard  of  value  which  is 
stable,  we  cannot  use  silver  and  gold  as  the  basis. 

In  my  opinion,  it  is  impossible  to  have  a  stable  standard  of  value 
on  a  gold  and  silver  base,  or  any  other  precious  metal. 

Senator  Neely.  But  what  shall  we  do  with  our  gold  and  silver 
money  ? 

Mr.  Reymond.  That  the  Government  now  has  in  its  vaults  ? 

Senator  Neely.  That  the  Government  or  the  people  have. 

Mr.  Reymond.  The  people  that  own  it,  if  they  are  speculating  in  it, 
if  it  means  a  loss  to  them,  that  is  just  too  bad,  if  the  public  welfare 
demands  a  different  program.  Actually  people  in  this  country  are 
not  supposed  to  have  any  gold  or  silver,  so  it  would  not  affect  them. 

Senator  Neely.  There  is  no  ground  for  the  supposition  that  the 
people  have  no  silver. 

Mr.  Reymond.  It  seems  to  me,  under  the  silver  legislation  of  last 
year,  the  Government  took  over  all  the  private  holdings  of  silver. 

Senator  Neely.  You  have  some  in  your  pocket. 

Mr.  Reymond.  Small  change,  but  not  to  amount  to  anything. 

Senator  Neely.  Silver  has  not  been  outlawed,  has  it? 

Mr.  Reymond.  My  impression  is  that  silver  is  an  outlawed  com- 
modity. 

Senator  Austin.  I  am  interested  to  know  how  much  power  you 
think  this  kind  of  money  will  have  in  China,  for  instance.  I  refer 
to  China  just  because  it  is  a  foreign  state. 

Mr.  Reymond.  It  will  have  just  as  much  power  as  the  British 
pound,  which  is  entirely  disconnected  from  precious  metals.  Its 
value  is  determined  otherwise. 

Senator  Austin.  Is  it  not  a  fact  that  precious  metal  has  an  in- 
trinsic value  in  every  country  on  earth  that  makes  the  people  of  the 
world  adopt  it  as  preferable  to  shells  or  other  tokens  of  value  ? 

Mr.  Reymond.  Yes.    It  was  far  more  convenient. 

Senator  Austin.  In  other  words,  the  power  of  gold  as  a  medium 
for  the  payment  of  the  debts  of  the  world  has  heretofore  been  de- 
termined largely  upon  its  intrinsic  value,  has  it  not? 

Mr.  Reymond.  Yes,  sir. 

Senator  Hatch.  I  want  to  ask  the  witness  if  I  understood  him  cor- 
rectly at  the  beginning  of  his  statement. 

You  said  that  since  1929  wages  should  have  been  reduced,  and  in 
1933  and  1934  we  were  making  a  mistake  by  not  reducing  them 
further  ? 

Mr.  Reymond.  Yes,  sir.  Wages  and  overhead  costs  should  have 
been  reduced. 

Senator  Hatch.  And  you  think  even  now  they  should  still  be 
reduced  ? 

Mr.  Reymond.  Yes,  sir.  I  think  that  is  the  only  way  out  of  this 
situation. 

Senator  Hatch.  To  what  extent  could  they  be  reduced  ? 

Mr.  Reymond.  To  the  same  extent  that  prices  have  dropped,  per- 
haps a  little  bit  more,  because  we  have  added  some  costs  we  did  not 
have  before.    We  have  to  cover  those. 
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thfrThi"^"  i^''"'^"-  ^^  ^^F^^  ^»'^  '^'^"  '•educed  in  1933  and  1934   if 
there  had  been  a  general  reduet  on  of  the  waee  scale  nil  ovci  ti 

To'^hTvi'"^'  u   'T^'^'^fl'  t'^^*  ^«  ^^^^  done  the  wront  ?K 
bJt  t;L'?nTl!!rtS  '"''^  """'^  '^"^^  •'-»  the^'be^t^fhilS 

famptdu^tsT"  '  ^"PP°^^  ^'^^  ^^-"^  ~-^  -uld  apply  to 
Mr.  Retmond.  Yes,  sir. 
Senator  Hatch    They  were  not  reduced  quite  enough? 

nrioJ«  ^f^f" •  <5f  course  the  farmer  is  affected  by  the  dron  in 
prices.  The  farmer,  as  a  rule,  is  a  business  man.  He  is  not  in  f/,^ 
position  of  a  wa^e  earner  in  a  ■fo<.f/^,.„  t?  .  •  -P*^  ■?  "<?t  m  the 
dtistrv  The  tavmJ'l^Z  n.  ™"^*°'^y-  .  Farming  is  a  business  in- 
UnlesI"  wp  iipf  f h.  f  "  the  same  position  as  the  factory  owner 
unless  we  get  the  farmer's  costs  down  in  oroDortion  tn  thA  .Z^  • 

Mr.  Eetmond.  There  is  no  question  about  that. 
Senator  Hatch   Any  further  drop  would  be  ruinous 
Mr.  Retmond.  I  am  not  recommending  a  drop. 
Senator  Hatch.  I  thought  you  were.  ^ 

Mr.  Ketmond.  No.    I  recommended  that  there  be  a  dron  in  th^ 
cost  column  the  same  as  I  would  for  another  busi^e^  ^  '"  ^^^ 

tor^K™r ■  ^"'  "^"^^"^  '''  «"^-^  ^  questioTasked  by  Sena- 
Mr.  Keymond.  Yes. 

£"  R^r-Y^f  ^^  ^°"  "^-^  «^^*  -^y  I  -k  you  a  question? 

trif  lTXSoui?-Lte1uS"*  '"^  ^°"  *^^^^  ^'^^  -»-  «f  in^- 

so^e%?S=-bS^o;CS.?J^^^^^^^^^^  -^>  ^«  «till 

time  are  rather  closely  comparable  to  the  ^qIS  wi  j^  •  J"^*^*"* 
principal  industries  tlfey  ha^ve  been  r^s^SredUck  to  tS  poinT"? 
believe  the  reduction  in  waees  would  nrnhahi,,  kT  u  r^.  P**'™'  ■'■ 
the  20  percent  that  prices  hf"  d7op%tS92  .''''"*  *'^  ^^"^  "^ 

abSt"20  pe^S-  ^'"^  ^°"  *"'"^  '^  ^--1  -^—e  in  wages  of 

eartrSruTtr  llt^t"r;ould"wTn?t"°*  T^"'  '""^ ^'^  -g^ 
A  good  many  corporatiShave  artfficTa%  bXterel  un  tt "^  T*"" 
tion  with  foreign  money  and  got  throiisfh  withwKn  V^  .""  l'*"*" 
.cod  many  small  corpoJations^S  ^^^^SdTSt^;-';^^^^^^^^^^  ^L^. 
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Senator  Neely.  But  a  20-percent  reduction  in  wages  would  con- 
stitute a  part  of  your  general  plan  for  restoring  prosperity? 

Mr.  Keymond.  It  would  help.  I  believe  the  amount  of  additional 
work  which  would  be  created  by  that  plan  would  more  than  offset 
anything  the  wage  earner  would  lose.  He  would  earn  more  per  week 
than  he  is  earning  today. 

Senator  Neely.  I  believe  it  was  Dr.  Saxon,  of  Yale,  who  stated  a 
day  or  two  ago  before  this  committee  that  the  wages  of  the  workers 
in  the  oil  industry  are  $24  for  more  than  a  50-hour  week.  Would 
you  be  in  favor  of  reducing  those  wages  20  percent  as  a  part  of 
your  scheme  to  restore  prosperity? 

Mr.  Reymond.  You  understand,  I  am  not  recommending  an  im- 
mediate reduction  of  wages  and  overhead  as  a  solution.  Let  them 
alone  to  seek  their  natural  level. 

Senator  Neely.  In  other  words,  you  would  prefer  to  let  nature 
take  its  course,  as  it  did  take  it  in  1980,  1931,  and  1932,  rather  than 
4       pursue  the  course  that  has  been  followed  by  the  present  administra- 
tion ? 

Mr.  Reymond.  In  preference  to  that  program,  which  I  believe  is 
in  the  wrong  direction. 

Senator  Neely.  Do  you  think  that  the  country  has  suffered  more 
since  1933  than  it  suffered  during  1932  and  1933? 

Mr.  Reymond.  I  would  prefer  to  state  that  definitely  and  say  that 
recovery  has  been  partly  retarded  to  a  serious  extent  during  that 
period.  We  have  not  made  the  progress  in  recovery  that  we  would 
have  made,  except  for  these  erroneous  fallacies. 

Senator  Neely  Is  is  not  a  fact  that  for  3  years  before  the  "  new 
■deal "  legislation  was  enacted  and  the  "  new  deal "  policies  began 
to  operate,  the  industrial,  the  financial,  and  the  economic  affairs  of 
this  Nation  constantly  and  persistently  went  from  bad  to  worse  ? 

Mr.  Reymond.  Yes. 

Senator  Neely.  But  you  would  have  still  continued  to  let  nature 
take  its  course? 

Mr.  Reymond.  As  I  noted  in  starting  out,  our  policy  between  1930 
and  1932  was  just  as  erroneous  as  our  policy  from  1933  on.  I  believe 
we  changed  the  name  of  the  policies  and  gave  them  a  new  dress,  but 
they  were  the  same  old  policies. 

Senator  Neely.  You  play  no  favors  between  the  present  and  the 
preceding  administration  ? 

Mr.  Reymond.  I  think  our  Government  has  been  actuated  by  sub- 
stantially the  same  errors  in  both  periods. 

Senator  Neely.  You  do  not  believe  that  the  country  is  more  pros- 
perous today  than  it  was  during  the  years  1930,  1931,  and  1932? 

Mr.  Reymond.  Yes ;  I  do.  I  believe  that  no  matter  how  foolishly 
we  have  handled  this  problem,  we  would  still  have  recovered  through 
our  natural  forces,  which  move  in  the  right  direction  even  though  we 
try  to  oppose  them.  I  am  very  much  afraid,  if  we  carry  these 
erroneous  policies  too  far,  we  may  get  to  a  point  where  our  people 
will  do  something  positively  foolish,  something  like  some  of  the 
European  countries  have  done. 

Senator  Neely.  To  which  European  countries  do  you  refer? 

Mr.  Reymond.  Germany,  Italy,  Russia,  and  others  that  have  not 
gone  quite  so  far,  but  they  seem  to  be  going  in  that  direction. 
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Senator  Neely.  Referring  to  Germany,  do  you  ha^e  in  mind  her 
inflationary  action  or  her  establishment  of  a  dictatorship? 

Mr.  Reymond.  Both.  Of  the  two,  I  think  the  dictatorship  was  the 
more  serious  catastrophe,  because  it  is  harder  to  get  out  from  under 
a  condition  of  that  kind. 

Senator  Neely.  Do  you  believe  that  we  are  approaching  a  dicta- 
torship ? 

Mr.  Reymond.  I  believe  if  we  continue  to  aggrevate  this  unemploy- 
ment problem,  instead  of  helping  it — and  we  have  not  made  much 
progress  within  the  last  2  years — we  are  in  danger  of  drifting  into 
that  kind  of  a  condition.  Our  people  may  turn  to  anything  which 
promises  something  different. 

Senator  Neely.  Do  you  believe  there  is  as  much  unemployment 
now  as  there  was  in  February  1933  ? 

Mr.  Reymond.  I  am  under  that  impression.    I  may  be  wrong. 

Senator  Neely.  Would  it  be  fair  to  say  that  you  think  practically 
all  of  the  "  new  deal  "  legislation  has  been  injurious? 

Mr.  Reymond.  Not  all  of  it.  That  could  hardly  be  true  of  any 
program  of  legislation. 

Senator  Neely.  What  part  of  it  do  you  think  has  been  injurious 
to  the  country  ? 

Mr.  Reymond.  The  wage  and  overhead  policy,  the  attempt  to  bol- 
ster up  sales  and  inflated  prices,  the  public-works  program. 

Senator  Neely.  The  Agricultural  Adjustment  Administration? 

Mr.  Reymond.  I  am  inclined  to  believe  that,  as  a  temporary  meas- 
ure, agriculture  is  suffering  more  severely  than  other  industries, 
and  it  was  entitled  to  all  the  relief  possible. 

Senator  Neely.  That  is  one  item  of  the  recovery  program  that 
you  approve? 

Mr.  Reymond.  As  a  relief  proposition,  not  as  a  recovery  propo- 
sition.    It  does  not  help  recovery. 

Senator  Neely.  When  millions  are  in  dire  distress  from  long-con- 
tinued unemployment,  do  you  not  think  that  relief  should  come  first  ? 

Mr.  Reymond.  It  is  absolutely  essential.  There  is  no  doubt  about 
that. 

Senator  Hatch.  You  just  made  a  statement  with  which  I  do  not 
agree,  and  I  do  not  believe  you  do,  when  vou  said  the  aid  to  agri- 
culture, which  you  approved,  was  not  an  aid  toward  recovery.  More 
than  one-third  of  our  population  is  engaged  in  agriculture.  If 
those  people  were  relieved  and  they  were  able  to  go  into  the  markets 
and  buy  things,  as  they  had  been,  is  not  that  a  help  toward  general 
recovery? 

Mr.  Keymond.  Whatever  aid  has  been  given  to  agriculture  has 
come  from  taxation  upon  other  sections  of  the  population.  What- 
ever recovery  you  have  given  to  agriculture  has  been  at  the  expense 
of  a  part  of  our  population  somewhere  else. 

Senator  Hatch.  Then  you  still  say  recovery  of  agriculture  is 
not  due  to  the  general  recovery  program? 

Mr.  Reymond.  That  is  my  belief. 

Senator  Neely.  Does  not  the  solution  which  you  have  proposed 
involve  the  precise  principle  that  you  have  been  criticizing  ?  I  refer 
to  your  recommendation  that  we  decrease  wages  approximately  20 
percent.    Your  proposal  suggests  that  labor  pay  the  recovery  bill. 


Mr.  Reymond.  Yes;  but  there  are  some  kinds  of  expenditures 
which  are  an  absolute  loss,  which  are  not  of  benefit  to  anybody. 
One  of  those  is  the  waste  of  having  11,000,000  people  or  more  idle 
who  want  to  work.  That  kind  of  expense  is  irretrievably  lost.  It 
is  taken  from  one  section  of  the  population  and  given  to  another. 
It  is  wasted.  Anything  that  will  relieve  that  kind  of  condition  is 
preferable  to  permitting  it  to  continue,  and  would  be  a  real  contri- 
bution to  the  standard  of  living  of  the  country 

Senator  McCarran  brought  up  the  question  as  to  why  it  was  that 
so  many  of  these  plans  to  help  industry  by  introducing  new  costs, 
such  as   for  example   increasing  the  processing  costs  of  Armour  & 

K  u  u  ^  u  ^;  ^*  ^-^  "^^^  ^^^^  ^^^^^  processing  cost  should  not 
be  absorbed  by  Armour  &  Co.;  that  is,  should  not  be  passed  on  to 
the  consumer  but  presumably  should  be  passed  on  to  the  poor  cattle 
raisers  and  the  other  producers  of  livestock. 

There  is  a  jery  good  reason  why  that  should  be  the  condition. 
If  you  pass  this  30-hour  bill  and  try  to  pass  the  burden  to  Armour 
<&  Co.,  the  added  cost  is  far  greater  than  the  amount  of  profit  they 

?h!^f  ^k'""^;  Fi^^^  '^m'J''^^  '^"^''^  ^^'  ^"^  '^  y«"  t^y  *«  force  it  down 
their  throats  they  will  contract  their  business  perhaps  50  percent 

and  confine  themselves  to  more  profitable  lines,  and  will  throw  half 
rLation.^""^  ^^^^^  """*        ^''''^'  ^""^  aggravate  the  unemployment 
^f  Itli^'fT''^  ^^  absorbed  by  Armour  &  Co.,  the  next  question  is  why 
t  Ppnnnt      ^l^^^^  '''  ^^  the  Consumer.     There  is  a  good  reason  why 
It  cannot.    The  price  which  the  consumer  pays  is  a  oart  of  the 
general  level  of  prices,  which  is  not  controlled^  the  cost"^  of  produc- 
tion.    Froof  of  that  is  available  when  you  recall  that  back  in  the 
beginning  of  1929  the  general  level  of  prices  actuall^did  fall  more 
rapidly  than  costs.     If  costs  had  been'^the  controlling  element  it 
Th^.L.^^fK^^''-  ^"?P^«s^ble  for  prices  to  fall   faster  than  cost. 
Iherefore,  the  pnce  the  consumer  pays  being  controlled  by  financial 
element^  which  have  nothing  to  do  with  costs,  except  from  a  very 
nominal  standpoint  it  is  impossible  to  pass  that  processing  cost  on 
to  the  consumer.     The  only  one  left  to  pay  those  costs  is  the  pro- 
wW^'V      1.^''''''  cattle  raiser  or  farmer,    fo  a  large  extent  that  is 

vn^r  wni\^^PP''''^-  JJ  ^^'l  !2-^^^"  ^^"  ^^  P^««^§'  I  submit  that 
you  will  have  a  repetition  of  that  result  and  the  farmer  will  bear 
the  principal  burden. 

Senator  Neely.  Is  that  all? 

Mr.  Reymond.  Yes,  sir. 

Senator  Neely.  Mr.  Reymond,  you  spoke  of  having  performed 
cWs?  ^^''''"'  companies.    Who  are  some  of  your  prmc^al 

Senator  Neely.  The  Endicott-Johnson  Shoe  Co  « 
Mr.  Reymond.  Yes. 

in^kbor^«  ^^^^*  ^^^^  company  does  not  share  your  views  regard- 

Mr.  Reymond.  No.  I  am  not  here  representing  the  views  of  any 
company.  My  experience  is  that  company  managers  are  iust  as 
much  confused  on  this  subject  as  any  one,  and  perhaps  more  so 
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Senator  Nf.fxy.    Has  not  the  Endicott-Johnson  Co.  been  one  of 
n^nttL':^^llf  ^^-^-  ^--  -<^  higher  standard^  o1 

itf;pe!rs™re  to'i:  a'faSrc;"  '  ''''''  ^^*«"*  ^'^^-^  ^  ''^^''  ""* 

fuPha^U^^V'-T^  Endicott-Johnson  Co.  has  been  very  success- 
ful  has  It  not?     Throughout  the  depression  it  paid  dividends  on 
both  Its  common  and  preferred  stock? 
Mr.  Retmond.  Yes. 

Mr.R"™. -Yes.^  ''  ^''  ^^^"'«'  «1'»''^*  '^  Utopia  for  its  labor? 

Seiiator  Neely.  And  its  humanitarian  policies  have  brought  ex- 

emp^ees"'  '"'''''  '"^  '^'  ''""P'"'^  ""^  """^"^^  happiness''  to  Its 

Mr.  Retmond.  Due,  I  would  say,  to  other  conditions :  due  to  effi- 

cTnahlTirhf  T'"i  '"^  ""'^r,  n^^-.  Mr.  Johnston  is  ak  unu^ially 
«?rn  of  ^  ^"i^^""  ''"  ry  "^business  leader.  He  has  the  cooper- 
ation of  his  workers,  which  other  shoe  manufacturers  do  not  have 

EndTco  fr^^K''^''^-  n°  y«» /hi"k  that  any  important  official  of  the 
?rS"f;etday?"  ""''  ''''''""^  "^^  '''^'  ^^-^  ^^  ''«-  - 

th^  w!^,w'"'t''c  ^  ^^'^''VJ  't  r""*  thoroughly  explained  to  them, 
they  would.    I  see  where  Mr.  Johnson  s  beginning  to  lie  onnosed  to 

nrstrv*n;  r\'""^'"^  •"'^'^^  ^•^t  ■"•«  '^y'^^^  *«  p«ronX "hS 

indu.stry.  on  his  business  in  particular.  He  is  beginning  to  realize 
that  IS  going  to  do  more  harm  than  good. 

Senator  Neelt.  Who  are  some  of  your  other  clients? 

West'erf  Efecrric.    ''''''  "^'"^  '*°""  ^'^''^  **""  ^^"^^*'  ^'^t"^  ""'^  the 

you'have'said!^'''  ^'""■"'  ^''*°'''  ''°"'*^  doubtless  concur  in  what 

^;ff^'''  i*^"^?,'^"-  J'^fy  .^^^  ^^^  much  more  likely  to.  Thev  have 
differed  a  little.    Nobody  has  exactly  the  same  views.  ^ 

Senator  Jseelt  Did  any  officer  of  General  Motors  or  anyone  repre- 
senting it  suggest  that  you  come  here  and  testify  ?  ^  ' 

Mr.  Retiviond.  No. 

Senator  Neelt.  That  is  all. 

STATEMENT  OF  HARVEY  J.  KELLY,  REPRESENTING  THE  AMERI 
CAN  NEWSPAPER  PUBLISHERS'  ASSOCIATION 

Senator  Neelt.  You  may  proceed. 

Mr.  Kellt.  My  name  is  Harvey  j.  Kelly.    I  am  chairman  of  the 
special  standing  committee  of  the  American  Newspaper  Publishers^ 

^orn!ri& ""  ^T"/"""""  '^^^^"g  ^"  '*-"  membership  morelhan 
400  publishers  of  daily  newspapers  throughout  the  United  States 

Joun^r^''"'^""'  '■'"^'       '"  '""""  ***  *h"  ^""""*  *"  the  largest  in  the 

tri^l^ff  ^"t^^jJi'^g  committee  of  three  members  deals  with  indus- 
tiial  relations  problems  in  the  newspaper-publishing  industry,  and 
together  with  three  officers  of  the  concerned  Internationa    Union 

S'thnft;^*^'  ''"°''"  ^!  *he  "International  Arbitratio"  Board  »,' 
when  that  board  convenes  to  review  cases  appealed  to  it  This  board 
sometimes  is  spoken  of  as  the  supreme  court  of  industriaT  relations 
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in  the  newspaper-publishing  business.  It  has  functioned  for  more 
than  34  years.  Its  files  contain  a  vast  amount  of  statistics  and  prece- 
dent, which  express  the  practical  experience  and  the  combined  judg- 
ment of  the  representatives  of  the  employers  and  the  representatives 
or  the  employees. 

I  am  appearing  before  you  concerning  the  provisions  of  Senate  bill 
no.  87. 

I  am  not  here  for  the  purpose  of  asking  any  special  favors  for 
newspaper  publishers  or  for  newspapers,  but  solely  to  lay  before  your 
committee  the  facts  respecting  the  newspaper  publishing  industry 
and  production  requirements  peculiar  to  it,  in  order  that  when  you 
determine  upon  your  policy,  your  determination  shall  be  reached  in 
the  light  of  all  of  the  facts  and  not  in  the  light  of  a  part  of  them 
only. 

1  will  prove  to  you  with  authoritative  statistics: 
1.  That  there  is  no  abnormal  unemployment  in  the  dailv  news- 
paper-pubhshing  business. 

*^;a  T^  ^^^  newspaper-publishing  business  does  not  "scrap  "  men 
at  40.  In  no  industry  will  you  find  a  greater  percentage  of  workers 
trom  60  years  upward  in  age  drawing  the  journevman  scale  of 
wages. 

3.  That  indexes  of  newspaper  pay  rolls  and  average  hourly  money 
earnings  of  all  wage  earners  in  the  business  top  the  list  of  all 
industries.  ^ 

I  will  describe  very  briefly  and  in  general  the  making  of  a  news- 
paper, the  departments  and  employees  thereof,  the  general  industrial 
relations  policy  contracts  and  agreements  between  the  newspaper 
publishers  and  local  unions,  and  between  the  A.  N".  P.  A.  and  inter- 
national  unions,  together  with  production  requirements  and  limita- 
tions  peculiar  to  daily  newspapers.  Likewise,  I  will  comment  spe- 
cjfacally  upon  certain  portions  of  Senate  bill  87,  which  purpart 
to  provide  flexibility,  but  which,  so  far  as  concerns  practical  appli- 
cations, are  meaningless.  ^^ 

I  believe  that  when  I  have  finished  my  testimony  it  will  be  clearly 
apparent  to  you  why  daily  newspapers  could  not  function  under 
the  provisions  of  Senate  bill  87,  as  drafted. 

If,  after  consideration  of  our  evidence,  the  committee  believes 
otherwise,  this  document  constitutes  also  a  request  for  a  bill  of  par- 
ticulars setting  forth  authoritative  answers  to  the  questions  which 
are  a  part  of  this  brief.  These  and  others  would  immediately  be- 
come  pressing  w^ere  Senate  bill  87  to  become  applicable  to  newspapers 

lo  conserve  time  and  present  my  testimony  in  a  manner  which 
makes  for  easy  reference  m  the  record,  I  will  designate  subtitles, 
commencing  with  employment  and  pay  rolls.  '^ 

As  I  understand  it.  Senate  bill  87  contemplates  relief,  through 
l^ederal  legislation,  of  unemployment  in  the  respective  industries 
.J^n^^Tt  ^""^  i^''  ^  business  which  throughout  this  depression  has 
maintained  exceptionally  high-average  employee  earnings  and  vol- 
ume of  employment,  compared  with  normal  times^an  ?ndustry   if 

R?!t.^Jr.1'/K''''QT?^?y"''''*  '''^^''^  ^^  ^^^^^  by  the  United  States 
^ZIZ     f  ^oo^  Statistics,  was  for  the  hazardous  year  of  1933,  99.1 

KnJ  ftTinTuSrT      '  "  ^^"^^^^^  ^^^^  ^  ™^^  ^^  ^^'^ 
Senator  Austin.  On  what  year  is  that  based  ? 
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Mr.  Kelly.  I  am  speaking  now  of  1926.  The  Bureau  of  Labor 
Statistics  has  changed  its  base,  as  I  will  point  out  later. 

The  indexes  of  newspaper  and  periodical  pay  rolls  reveal  an 
extraordinary  level  when  placed  in  comparison  with  other  indus- 
tries— the  average  for  1933  being  80.8  percent  of  1926  pay  rolls. 
This  compares  with  but  43.9-i)ercent  pay  roll  for  all  industries. 

The  foregoing  figures  may  be  verified  by  examining  the  employ- 
ment and  pay-roll  indexes  published  in  the  Monthly  Labor  Review, 
wherein  it  will  be  noted  that  as  of  March  1934  tlie  United  States 
Bureau  of  Labor  Statistics  changed  its  method  of  calculating  pay- 
roll and  employment  data.  (See  p.  1209,  May  1934,  Labor  Review.) 
Instead  of  1926  being  continued  as  the  base  year,  the  Bureau  adopted 
average  employment  and  average  pay  rolls  of  1923-25,  inclusive,  as 
the  base,  or  100.  Consequently  we  present  all  of  the  data  available 
since  the  change  in  base  years  was  announced. 

Senator  Austin.  When  was  that  announced? 

Mr.  Kelly.  That  was  announced  in  the  May  1934  Labor  Review, 
page  1209. 

In  the  following  tables  we  show  how  greatly  the  newspaper-pub- 
lishing industry  employment  and  pay  rolls  continue  to  exceed  that 
of  other  industries. 

Table  A. — Comparing  indexes  of  employment  and  pay  rolls  in  all  industry  tcith 
those  for  the  newspaper  and  periodical  publishing  industry 

[Source    of  data :  U.    S.    Bureau    of   Labor    Statistics,   as    per    Monthly   Labor    Review 

Average,  1923-25  =  100] 


1934 


March 

April 

May 

June 

July 

August 

September 
October... 
November. 
I>ecember- 


All  manu- 
facturing 
employ- 
ment 


80.8 
82.3 
82.4 
81.0 
78.7 
79.5 
75.8 
78.3 
76.8 
78.1 


Industries' 
pay  rolls 


64.8 
67.3 
67.1 
64.8 
60.5 
62.2 
58.0 
61.0 
S9.6 
63.2 


News- 
papers' em 
ployment 


98.2 
99.0 
99.1 
98.8 
96.8 
96.6 

99.2 

99.8 

100.4 


Periodical 
pay  rolls 


85.7 
87.3 
88.4 
87.6 
84.8 
84.9 
88.2 
89.9 
90.4 
04.2 


As  you  can  see,  this  table  A  shows  all  of  the  index  numbers  of 
employment  and  pay  rolls  for  industry  generally  and  for  the  news- 
paper and  periodical  publishing  business  from  March  to  December, 
inclusive.  I  invite  particular  attention  to  the  fact  that  newspaper 
employment  as  of  December  1934  was  100.4,  or  the  1923-24  average, 
as  compared  with  78.1  for  all  industries.  Pay  rolls  were  94.2,  as 
compared  with  only  63.2  for  all  industries.  In  other  words,  the 
drop  is  only  95  percent  below  the  average  of  1923-25  in  our  business, 
and  in  pay  rolls  as  low  as  22.6  percent,  as  compared  with  a  much 
greater  percent  for  all  industry. 

You  will  find,  if  you  refer  to  the  Census  of  Manufactures,  that  the 
wage  earners  employed  in  the  newspaper  industry  and  periodical 
publishing  business  totals  129,660  in  1929 ;  and  in  1933,  the  last  year 
for  which  those  figures  are  available,  the  total  was  109,078,  a  drop  of 
only  20,000,  or  15.9  percent  in  the  number  of  wage  earners,  while  if 
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you  examine  the  general  industry  average  you  will  find  it  is  more 
than  double  that.  In  industry  generally  the  number  of  employees 
dropped  was  34.1  percent  as  compared  with  less  than  16  percent  in 
the  newspaper  and  periodical  publishing  business.  Pay  rolls  be- 
tween 1929  and  1933  declined  about  thirty-four  and  a  fraction  per- 
cent in  the  newspaper  and  periodical  publishing  business,  as  com- 
pared with  fifty-five  and  a  fraction  percent  in  industry  generally. 

Obviously,  if  employment  and  pay  rolls  of  all  industry  were  at 
levels  of  those  for  newspapers  and  periodicals,  there  would  be  no 
unemployment  problem  of  consequence. 

Corroborative  of  the  high  level  of  employment  in  the  newspaper 
publishing  industry,  as  shown  by  the  United  States  Bureau  of  Labor 
Statistics,  is  the  following  union  data : 

The  I.  T.  U.,  in  September  1933,  made  an  employment  survey  of 
its  members,  the  results  of  which  are  shown  graphically  by  the 
•chart  which  faces  this  page. 
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The  union  report  is  based  upon  total  membership  of  the  local 
unions  supplying  data.  It  fails  to  deduct  from  the  figures  on  "  par- 
tially employed  and  "  wholly  unemployed  "  members,  those  who 
because  of  incompetency  or  age  are  not  qualified  to  hold  regular 
situations. 
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That  there  are  many  members  of  advanced  age  was  indicated  by 
President  Howard,  of  the  I.  T.  U.,  page  107,  February  1933,  Typo- 
graphical Journal,  as  follows : 

On  December  20,  1932,  there  were  4,170  pensioners.  The  Indications  are 
that  there  will  be  more  than  4,500  on  the  roll  by  the  end  of  the  present  fiscal 
year,  and  there  will  be  more  than  5,000  on  the  roll  at  the  end  of  the  following 
fiscal  year.    There  are  more  than  10,000  members  60  years  or  over. 

This  means  that  approximately  16  percent  of  the  I.  T.  U.  member- 
ship is  over  60  years  of  age,  and  most  of  its  elderly  members  are  to 
be  found  in  newspaper  composing  rooms.  The  same  general  situ- 
ation is  true  of  the  other  printing  trades. 

Senator  Austin.  Is  that  Matthew  WoU? 

Mr.  Kelly.  No.  That  is  President  Howard  of  the  International 
Typographical  Union.  Matthew  Woll  is  connected  with  the  photo- 
engravers'  union.  There  are  five  different  unions  in  the  printing 
trades. 

That  goes  to  show  that  in  the  newspaper  and  periodical  publish- 
ing business  we  do  not  have  the  condition  that  exists  in  many  other 
industries,  where  men  are  scrapped  at  40. 

Concerning  the  existence  of  incompetent  members  of  the  union,  a 
publication  called  the  "  Typographical  Forum  ",  published  by  some 
members  of  the  T.  U.  No.  6,  of  New  York  City,  commented  edito- 
rially in  its  July  16,  1932,  number,  covering  the  membership  of  the 
T.  U.  No.  6,  alone,  as  follows,  in  part : 

On  the  other  hand,  we  are  informed  that  we  have  a  large  number  of  "  un- 
salables."  Figures  have  varied  anywhere  from  200  to  500  on  this  classification. 
This  group  includes  men  who  would  still  be  among  the  unemployed  if  jobs  were 
going  begging.  There  are  men  who,  because  they  have  never  learned  to  print 
or  because  of  their  intemperance  or  laziness,  cannot  hold  jobs ;  men  who  do  not 
want  to  work  more  than  is  needed  to  exist ;  and  men  who  believe  the  union  owes 
them  a  living  and  should  deliver  it  at  their  door. 

It  seems  obvious  that  if  the  incompetent  members  and  meml)ers 
incapacitated  by  advanced  years  be  taken  into  consideration,  the 
union  statistics  show  conclusively  that  unemployment  to  any  ab- 
normal degree  does  not  exist  in  the  new^spaper  publishing  industry. 

The  average  worker  in  this  industry  fares  well,  all  things  con- 
sidered, when  compared  with  the  workers  of  other  industries. 

In  connection  with  the  extraordinary  employment  record  of  daily 
newspapers  published  throughout  the  depression,  I  invite  your  atten- 
tion to  the  fact  that  "  experience  rating  "  long  has  been  established 
as  the  governing  factor  in  determining  rates  which  shall  be  paid  by 
the  respective  industries  under  the  various  insurance  laws.  The  same 
rule  applies  in  all  forms  of  insurance  rate  making.  Under  that  rule 
the  industry  that  produces  the  greatest  number  and  severity  of  indus- 
trial accidents  pays  the  highest  rate,  while  the  industry  with  the 
smallest  frequency  and  severity  of  industrial  accidents  pays  the 
lowest  rates. 

The  newspaper-publishing  industry  for  which  I  am  speaking  has 
every  right,  we  believe,  to  expect  that  any  Federal  legislation  having 
for  its  objective  the  shortening  of  hours  of  work  under  a  theory  of 
spreading  available  employment  shall  take  into  consideration  and 
give  proper  weight  to  the  employment  experience  rating  of  such 
industry. 

To  say  that  an  industry  with  the  highest  level  of  sustained  employ- 
ment shall  be  made  subject  to  the  same  legislation,  growing  out  of  an 
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unemployment  emergency,  as  an  industry  with  the  lowest  level  of 
sustained  employment,  would  be  to  say  in  substance  that  all  insurance 
rates  should  apply  uniformly  throughout  the  country  with  no  regard 
to  experience  rating. 

The  high  level  of  employment  and  pay  rolls  in  the  newspaper- 
publishing  industry  was  maintained  in  spite  of  ruinous  shrinkage  in 
revenue. 

As  an  indication  of  the  punishment  taken  by  daily  newspapers  dur- 
ing the  current  depression,  in  loss  of  business  volume,  we  have  taken 
from  the  Editor  and  Publisher  Yearbook  the  advertising  volume  for 
newspapers  in  23  leading  United  States  cities,  as  follows  in  table  B. 
These  data  give  the  aggregate  advertising  linage  for  each  city  and 
the  aggregate  for  all  cities  back  to  1914. 

The  following  table  sets  forth  the  aggregate  linage,  the  index 
numbers,  1914  equals  100;  index  numbers  1923-25  equals  100;  index 
numbers  1926  equals  100. 


Table  B. — Shotving  advertising  volume  index  of  daily  ne 

'wspapers 

Year 

Agate  lines 

Index 

1914  = 

100 

Index 

1923- 

25  =  100 

Index 

1926  = 
100 

1914 

662, 586, 543 

668,  738, 839 

750,  629,  333 

769,  734,  736 

743,  206, 365 

1, 028, 047, 134 

1, 175,  021,  331 

1,068,030,687 

1,113,020.675 

1, 190, 907,  700 

1,178,517,239 

1,  237,  360,  956 

1,286,122,806 

1, 245,  296,  051 

1, 237, 531, 351 

1, 292,  745, 591 

1,  109, 132,  591 

1, 010,  600, 455 

813,  764,  714 

745,  782, 483 

790,  745,  769 

100.0 

100.9 

113.2 

116.1 

112.1 

155.1 

177.3 

168.1 

167.9 

179.7 

177.8 

186.7 

194.1 

187.9 

186.7 

195.1 

167.3 

152.5 

122.8 

112.5 

119.3 

55.1 

65.6 

62.4 

64.0 

61.8 

85.5 

97.7 

88.8 

92.6 

99.1 

98.1 

102.9 

107.0 

103.6 

102.9 

107.5 

92.2 

84.0 

67.7 

62  0 

1915 

1916 

1917- 

1918 

1919 

1920-- 

1921 

1922 - 

1923... 

1924- _ 

1925 

1926.. - 

ion  n 

1927... 

96.8 

Ufi  1 

1928 

1929 

100  <; 

1930 

86.1 
78.5 
63.2 

17   Q 

1931 

1932 

1933. - 

1934 

65  8              'fi  '^ 

Note.— See  table  A  for  newspaper  and  periodical  employment  100.4  and  pay  rolls  94.2  percent  of  1923-25 
average  in  December  1934, 

It  should  be  remembered  that  a  newspaper  cannot,  in  the  absence 
of  revenue  business,  shut  down  like  a  manufacturing  concern  or  a 
commercial  print  ship.  The  newspaper  must  serve  its  readers.  It 
is  like  a  train  which  must  make  its  run  whether  or  not  it  has  revenue 
passengers  aboard. 

It  will  be  noted  that  1934  volume  of  advertising  was  but  less  than 
.20  percent  above  that  of  1914.  It  was  materially  below  that  of  1919. 
At  its  peak  in  1929,  it  was  95.1  percent  above  1914  levels.  From  this 
peak,  the  tremendous  drop  in  volume  is  exceeded  by  the  drop  in 
revenue  which  is  greater  because  of  loss  of  column  comes  largely 
from  the  biggest-priced  classifications  of  advertising.  The  remain- 
ing small  volume  of  business  embraces  a  greater  percentage  of  the 
less  lucrative  classifications. 

We  admit  that  the  foregoing  advertising  volume  data  are  from 
only  23  leading  cities.  But  we  claim  the  data  furnish  a  reasonably 
accurate  barometer  of  newspaper  advertising  volume  movement  for 
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the  entire  country  if  it  be  kept  in  mind  that  newspapers  in  small 
cities  have  in  general  lost  more  business  volume  than  have  the  news- 
papers of  large  cities. 

The  significant  point  is  that  newspaper  labor  costs  remain  ap- 
proximately 100  percent  above  1914  costs,  while  business  volume  is 
less  than  20  percent  above  the  level  of  that  year. 

I  want  to  invite  your  attention  to  a  survey  made  bv  Editor  and 
l^ublisher,  a  trade  paper  in  the  publishing  business.  It  appears  in 
the  number  for  January  5,  1935.  This  was  a  survey  covering  75 
newspapers  in  various  parts  of  the  country.  The  subhead  states 
.'^eventy-hve  papers,  giving  intimate  figures  of  operation,  showing 
pay-roll  costs  up  over  $9,000,000— A.  N.  P.  A.  shows  rising  employ- 
ment, salaries."  ^       ^    "^ 

I  read  just  the  high  lights  of  this  article,  which  are  in  a  box. 

The  figures  below,  covering  75  important  daily  newspapers  in  scattered 
points  throughout  the  country,  are  taken  directly  from  the  ledgers  of  those 
»!!Sf  ^^Vi.  ?.  ^'^'^^/  ?„  Publisher  survey  of  the  increased  cost  of  operation 
under  the  new  deal",  as  contrasted  with  the  increased  revenue  to  these 
newspapers  throiigh  the  operation  of  recovery  measures,  reveals  the  following 
loas  ^^  '"''""''  ""^  ^^^^  ^'^  compared  wtih   some  peri^   m 

Increases,  during  1034,  of  editorial  expense,  including  salaries 
mcrease,  additional  employment,  and  all  other  editorial  costs        $2  375  171 

Increase  m  all  other  costs  of  operating,  including  salary  increai^s 
and  additional  employment  in  circulation  and  advertising  depart- 
ments,  new  equipment,  increases  of  mechanical  pav,  etc  6  855  557 

Increased  cost  of  newsprint  for  11  months  of  1934_-.1_ Zlllllll    4, 965, 663 

Total  increase  in  operating  expense,  Jan.  1  to  Nov.  31,  1934,  as 

against  same  period  in  1933 _     _ 14  106  qoi 

Total  increase  in  gross  revenue,  75  papers I_I_I IHH  is]  402,'  sS 

Decrease  in  net  income 733  542 

Despite  a  slight  upturn  in  business  from  the  low  level  the  net 
income  was  decreased  with  increased  labor  costs.  We  admit  that 
there  has  been  an  improvement  since  1933,  but  it  should  be  kept  in 
mind  that  newspapers  in  small  cities  have,  in  general,  lost  more 
volume  than  newspapers  in  large  cities. 

I  invite  your  attention  to  a  publication  by  the  Bureau  of  Labor 
statistics,  No.  1421,  which  states: 

^^^^^T  "^T  received  in  December  from  25,288  establislmients  employing 
3,600,566  workers  whose  weekly  earnings  were  71,080.570  during  the  nav 
period  ending  nearest  December  15.  The  employment  reports  reived  f?om 
these  cooperating  establishments  cover  more  than  50  percent  of  thetotal  waT 
earners  in  all  manufacturing  industries  of  the  countr^  " 

I  invite  attention  to  the  fact  that  that  figures  out  $19.70  per  week 
as  agamst  $28.80  per  week,  for  all  emplo/ees  in  the^ewsp^per  ^^^^ 
periodical  publishing  business.  ^  ^ 

WAGE   RATES   AND   AVERAGE   EARNINGS    HIGH   IN   NEWSPAPER   PUBLISHING 

INDUSTRY 

Average  earnings  per  hour  and  average  hours  worked  per  week 
compiled  by  an  impartial  agency  for  the  various  major  industries 

Yr^il^^l'V^?"^""^""^  ^^™  i"  the  monthly  4rvice  Letter' 
published  by  the  National  Industrial  Conference  Board     T?ie  aver 
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age  figures  for  1934,  arranged  in  the  sequence  of  hourly  wage  rates 
are: 

All  wage  earners,  regular  and  casual 


Printing— news  and  magazine .*.. 

Rubber..  - 

Automobile 

Printing— book  and  job 

Electrical  manufacturing 

Iron  and  steel 

Machine  and  machine  tools 

Heavy  equipment. 

Agricultural  implements 

Foundries „ 

Chemical 

Foundries  and  machine  shops 

Paint  and  varnish 

Other  Products  (of  foimdries  and  machine  shops). 

Boot  and  shoe 

Leather  tanning  and  finishing 

Hardware  and  small  parts 

Meat  packing. 

Wool. 


Average 

hours  per 

week  in 

1934 


Paper  and  pulp 

Furniture. 

Paper  products 

Hosiery  and  knit  goods. 

Silk 

Lumber  and  millwork.. 
Cotton— North 


Averages  are  simple  averages  of  12  monthly  reports. 


36.7 

32.2 

33.5 

37.1 

33.7 

30.3 

36.5 

34.4 

38.5 

32.7 

38.2 

35.1 

38.9 

36.0 

37.1 

36.7 

34.8 

40.9 

32.9 

37.4 

34.1 

36.4 

34.9 

31.2 

34.8 

35.3 


Avwage 

earnings 

per  hour  in 

1934 


Cents 
83.5 
74.9 
73.1 
7L7 
64.5 
63.4 
61.9 
61.6 
60.9 
58.0 
57.7 
57.4 
55.9 
55.7 
55.3 
54.7 
53.0 
53.0 
51.5 
51.4 
51.3 
51.2 
51.2 
51.0 
48.5 
44.2 


Simple  average  hours  of  work  available  per  week  in  all  industries  other 
than  newspapers  and  periodical  publishing,  35.34 

Simple  average  earnings  per  hour  of  all  wage  earners  in  industries  other 
than  newspapers  and  periodical  publishing,  58.32  cents.  • 

CONTRACT  WAGES  AND  HOURS  OP  WORK 

We  have  been  discussing  average  hourly  earnings  and  average 
hours  of  work,  as  shown  in  the  United  States  Bureau  of  Labor  Sta- 
tistics and  by  the  National  Industrial  Conference  Board  for  all 
employees  of  newspapers.  We  will  now  show  contract  rates  per 
hour  and  hours  per  week. 

There  are  on  file  in  the  office  of  the  A.  N.  P.  A.  special  standing 
committee  534  contracts  between  daily  newspaper  publishers  and 
local  unions.  Some  of  these  contracts  embrace  several  newspaper?. 
To  illustrate:  The  entire  number  of  newspapers  in  a  city  may  be 
parties  to  the  same  contract,  and  it  therefore  counts  but  one  contract 
m  the  files.  In  addition  to  the  contracts  there  are  52  verbal  under- 
standings under  which  union  members  are  employed  exclusively  but 
no  formal  contract  exists. 

The  formal  contracts  on  file  are  as  follows : 

Typographical 29q 

Pressmen " ~    ^^ 

Stereotypers " I ~ ~     "~~        -.Jg 

Photoengravers _        _       """    _"""    09 

Mailers """_I~I_~I  ~     qJ 

Total -^ 
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»„Tif  Simple  average  of  hours  per  week  provided  bv  the  contrac-f 
and  hourly  rates  for  union  newspaper  scales  of  rerord  in  the  fi^efnf 
the  special  standing  committee  follow  as  table  cf 

Table  C.-Showinff  average  eontract,  hourly  rate,,  and  hour,  per  week 


Typographical 

Pressmen,  journeymen 
Stereo  typers... 

Mailers 

Photoengravers 

It  should  be  remembered  that  the  foregoing  simple  average  woo-p 

of  thed[ff"°*r'^-P*'''y^  ^°^  determining  th^e  reZdve  watf  sS 

Tdent  ca  d[ie"s  "^^^W '""  '""'^  ">''  4  ^^/'^  "P^  th?sfales  for 
leading  cftief"  T^^  Photoengravers'  scales,  for  instance,  are  for  32 
leaaing  cities.     Typographical  scales,  on  the  other  hand    are  fnr 

CitTii^ttXfmoUd  ^"'  fH  ranging  from 'Neryirk' 
i<.  «\SX?S.  ''Sf  tuTyta^raS  Sn^  S  SiklfS 
$1^5  per  hour  to  a  small-town  low  of  69  cents  pe^r  hour  ^    "^ 

caSn,\tTi^w«U^h'ayeTtoToll;^/^^^^^^^ 
fnXstry^r"*  ""'^^  '^"^  '^^'^^^'^  uponTK^e/puW^ij 


Resulting  hourly 
rate 

Percent  of  increase 
over     present 
hourly  rate 

Day 

Night 

Day 

Night 

$1,382 
1.398 
1.435 
1.258 
1.828 

$1,490 
1.474 
1.511 
1.289 
1.964 

42.3 
49.7 
49.9 
51.3 
39.3 

42.0 
45.7 
45.7 
46.3 
35.4 

Typographical 

Pressmen,  journeymen. 

wareotypers- 

Mailers ., 

Photoengravers. . '.'.'.'.'.'. 


We  emphasize  that  the  foregoing  calculations  are  h«<.Prl  nr.^^    • 

wage  rates  prevail.  ^  ^^'  '^'^^^^  ^^^  ^"ghest  hourly 

I  am  speaking  of  a  business  which  perhaps  has  mr>ro  h,^       ■ 

?  s  ir.'v^i'  iS-poi  t,;i,tr-i  i  tf^^ "-» »"=' 
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because  of  inherent  difficulties  in  regard  to  news  and  advertising,  to 
say  nothing  of  union  rules  which  constitute  a  part  of  a  day  as  a  full 
day,  with  a  very  liberal  provision  for  overtime  rates. 

A  great  number  of  newspapers  outside  of  those  of  smallest  circu- 
lations are  now  working  their  employees  a  5-day  week.  In  going  to 
that  from  a  6-day  week  they  increased  their  labor  costs  20  percent. 

Assume  a  hypothetical  case  for  illustration.  Assume  an  employer 
now  working  five  8-hour  shifts  per  week  at  $8  per  shift  or  $40  per 
week.  Assume  further  that  8  hours  is  the  minimum  in  which  the 
situation  can  be  covered. 

Eeducing  that  employee's  working  time  to  6  hours  per  day  with- 
out reduction  in  pay,  as  contemplated  by  S.  87,  increases  the  hourly 
labor  cost  to  $1,331/3  per  hour,  or  33%  percent. 

And  that  is  not  all  the  cost.  There  remain  2  more  hours  to  be 
<?overed.  Will  the  publisher  be  permitted  to  employ  a  part-time 
worker  to  perform  these  2  hours  for  a  daily  earning  of  $2.66  ?  And 
what  if  the  work  requires  a  degree  of  skill  which  makes  it  impossible 
to  get  a  qualified  employee  on  a  part-time  basis  ?  What  if  the  work 
be  in  a  unionized  mechanical  department  where  union  laws  require 
the  payment  of  a  full  shift  for  every  part  of  a  shift  or,  in  lieu 
thereof,  overtime  rates  of  price  and  one-half?  A  full  shift  for  2 
hours'  work  would  mean  that  the  publisher  must  pay  $16,  or  a  100- 
percent  increase  for  the  performance  of  8  hours  of  work.  Should 
the  law  be  construed  as  permitting  overtime  work,  the  publisher's 
alternative  would  be  6  hours'  at  straight  time,  or  $8,  plus  2  hours  at 
price  and  one-half,  or  $4,  a  total  of  $12,  or  50  percent  increase  for  the 
job. 

More  than  half  the  total  number  of  daily  newspapers  have  less 
than  5,000  circulation.  More  than  70  percent  of  the  total  number 
have  less  than  10,000  circulation.  Only  14  and  a  fraction  percent 
of  all  daily  newspapers  enjoy  circulations  in  excess  of  25,000.  Only 
3.5  percent  of  the  newspapers  have  100,000  circulation  and  over 

Gentlemen,  you  cannot  make  a  blanket  provision  of  this  kind  to 
cover  a  business  already  suffering  from  hampering  and  restrictive 
union  rules.    It  simply  cannot  be  done. 

Please  bear  in  mmd  that  the  small  daily  has  suffered  a  greater 
proportionate  loss  m  business  volume  than  has  the  large  daily.  Bear 
in  mmd  that  the  aggregate  newspaper  business  volume  for  23  leading 
cities  m  1934  was  less  than  20  percent  above  1914  volume. 

To  talk  of  legislating  an  increased  labor  cost  of  more  than  50  per- 
cent upon  daily  newspapers—approximately  40  percent  above  the 
prosperity  level  wage  rates  of  1929— is  to  talk  of  the  impossible, 
unless  the  act  designates  a  substitute  for  money  or  legislates  into  daily 
newspapers  a  business  volume  greatly  in  excess  of  that  of  1929 

Aside  from  the  fact  that  the  act  contemplates  an  impossible  obiec- 
tive,  all  things  considered,  there  is  the  further  fact  that  it  would  place 
an  unfair  penalty  upon  employers  who  throughout  the  depreSion, 
maintained  the  highest  level  of  compensation  and  employment  for 
their  workers.  "^ 

The  act  would  inevitably  result  in  decreased  employment  in  the 
newspaper-publishing  industry.  Many  newspapers  would  be  forced 
out  of  business  and  others  would  of  necessity  reduce  the  number  of 
editions  and  size  of  the  paper,  resulting  in  loss  of  hundreds  of  thou- 
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sands  of  man-hours  of  employment  in  the  industry  and  out  through 
the  various  channels  of  raw  materials  used. 

I  want  to  invite  your  attention  to  the  fact  that  under  our  State 
compensation  laws,  which  is  generally  known  as  "  industrial  insur- 
ance ",  all  those  acts  are  based  upon  an  experienced  rating.  The 
business  which  contributes  the  greatest  frequency  or  the  greatest 
severity  of  accidents  pays  the  highest  rates ;  the  industry  or  business 
which  contributes  the  lowest  frequency  or  the  lowest  severity  of 
accidents  pays  the  lowest  rates.  It  would  be  manifestly  unfair,  it 
seems  to  us,  to  place  upon  a  business  which  has  maintained  the  highest 
level  of  employment  and  the  highest  level  of  earnings  the  same  legis- 
lation which  is  designed  to  remedy  conditions  in  the  low-paid  indus- 
tries and  long-hours  industries. 

HOW  A  NEWSPAPER  IS  MADE 

In  its  broadest  scope,  the  making  of  a  newspaper  commences  with 
the  woodchopper  in  the  pulpwood  forests  and  ends  with  delivery  of 
the  finished  newspaper  to  the  furthermost  subscriber.  Between  these 
two  points  occurs  a  multitude  of  complicated  processes  and  services. 

DEPARTMENTS 

Leaving  out  of  consideration  the  raw  materials  and  assembly 
thereof  at  the  newspaper  plant,  the  production  of  a  daily  news- 
paper falls  into  the  following  general  activities :  The  gathering  of 
news,  service  to  advertisers,  production,  and  distribution  of  the 
newspaper.  In  general  operation  the  work  is  divided  among  the 
following  highly  differentiated  yet  logically  related  departments: 
Editorial^  business,  advertising,  mechanical,  and  circulation. 

The  editorial  department  gathers  and  writes  local.  State,  national, 
and  international  news.  Its  employees  include  numerous  editorial, 
executives,  subexecutives,  and  department  heads,  deskmen,  reporters, 
editorial  writers,  special  writers,  and  artists,  cub  reporters,  clerks, 
and  errand  boys. 

In  the  business  office  are  executives,  subexecutives,  and  department 
heads,  accountants,  and  clerks  in  various  capacities,  who,  through- 
out normal  business  hours  carry  on  the  various  functions  of  the 
business  departments  of  a  newspaper. 

In  the  advertising  department  are  executives,  subexecutives,  spe- 
cialists, solicitors,  salesmen,  promotion  men,  classified-advertising 
clerks,  and  sundry  clerical  help. 

The  mechanical  departments  include  the  composing  room,  stereo- 
type room,  pressroom,  mailroom  (shipping  department).  The  photo- 
engraving department,  while  usually  classified  as  a  "mechanical 
department ",  is  really  an  adjunct  of  the  editorial  and  advertising 
departments. 

In  a  very  great  number  of  the  newspapers  of  the  country,  compos- 
ing rooms,  stereotype  rooms,  pressrooms,  mailrooms,  and  photo- 
engraving departnients  are  manned  by  members  of  the  various 
printing  trades  unions. 

The  circulation  department  is  comprised  of  executives,  subexecu- 
tives, numerous  classifications  of  district  men,  route  agents,  clerks, 
carriers,  drivers,  truckmen  and  helpers,  solicitors,  and  others. 


'■\ 


THIRTY-HOUR   WORK   WEEK 


287 


Strictly  speaking,  the  mailroom,  or  shipping  room,  is  a  part  of  the 
circulation  department.  The  same  is  true  of  the  outsi(k  delivery 
system.  '' 

During  the  last  15  years  there  has  been  a  complete  revolution  of 
transportation  services  in  the  United  States,  due  almost  wholly  to 
the  development  of  good  roads  with  Federal  assistance.  Since  1917 
over  a  billion  and  a  half  dollars  have  been  distributed  by  the  Fed- 
eral Government  as  State  aid  for  road-building  programs,  and  many 
times  this  sum  has  been  spent  by  the  States  on  road  building,  with 
the  result  that  today  we  have  in  this  country  more  than  900,000  miles 
of  surfaced  roads  available  for  all  forms  of  distribution  and  particu- 
larly available  for  newspaper  distribution,  which  were  not  in  exist- 
ence 15  years  ago.  As  a  result  of  this  road  work,  trains  have  been 
taken  off  and  m  place  of  trains  other  agencies  of  distribution  have 
been  created,  such  as  the  truck  and  the  bus. 

Mail  service  has  been  so  curtailed  that  many  of  our  newspapers 
particularly  afternoon  papers  as  well  as  our  morning  newspapers  in 
order  to  get  distribution  on  the  day  of  publication,  have  been  com- 
pelled either  to  create  their  own  truck  service  or  to  arrange  for  such 
a  service  by  contract.  The  trucks  go  hundreds  of  miles  with  news- 
papers today. 

On  the  morning  newspapers,  the  trucks  leave  the  office  of  publica- 
tion all  the  way  from  early  before  midnight  until  3  or  4  o'clock  in 
the  morning,  those  having  the  longest  distance  to  go,  of  course 
leaving  earlier.  ' 

As  it  is  utterly  impossible  for  the  Postal  Service  to  distribute 
afternoon  papers  in  rural  sections  on  the  day  of  publication,  hun- 
dreds of  our  papers  today  have  their  own  agencies  of  distribution, 
and  the  actual  service  of  the  distribution  begins  about  noon  and 
continues  until  after  8  and  9  o'clock  at  night. 

The  newspaper-publishing  industry  is  subject  to  peculiar  produc- 
tion requirements.  There  is  no  product  as  perishable  as  a  daily 
newspaper,  which  under  many  circumstances  is  obsolete  within  a  few 
minutes  after  it  reaches  the  street.  ? 

There  are  certain  services  or  departments  in  the  newspapers  that 
positively  cannot  operate  on  a  6-hour  basis.  In  some  of  the  larger 
centers,  yes;  perhaps  in  some  of  the  departments,  if  there  were  no 
restrictive  rules  which  would  penalize  them  unduly,  but  they  can't 
do  it  on  a  small  newspaper  and  on  very  few  of  the  large  ones. 

Due  to  the  peculiarities  of  newspaper  production  requirements 
the  newspaper-publishing  industry  cannot  stagger  its  requirements 
uniformly  throughout  the  24.hour  period  in  the  manner  that  a 
manufacturing  concern,  as  that  term  is  generally  understood,  can 
stagger  it.  The  newspaper  must  have  a  concentration  of  its  forces 
at  those  hours  when  peak  requirements  occur.  With  news  and  ad- 
vertising, these  vary  with  the  city  and  vary  even  with  the  individual 
newspaper.  One  newspaper  may  have  a  production  requirement  of 
12  or  14  hours  within  which  occur  two  peaks  requiring  maximum 
lorces.  Another  may  have  a  production  requirement  of  but  TU 
hours  requiring  a  maximum  force  for  the  entire  period. 

^ii^^^l  ^®  ^^M^^J  apparent,  for  instance,  that  an  afternoon  paper 
on  the  Atlantic  coast  requires  a  greater  concentration  of  news  and 
mechanical  department  employees  at  a  given  period  than  would  be 
needed  by  a  newspaper  on  the  Pacific  coast  to  cover  the  same  news 
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The  variation  in  time  between  the  two  coasts  produces  at  the  extremes 
and  at  intermediate  cities,  varying  production  requirements. 

There  is  no  possible  method  by  which  a  publisher  can  tell  in  ad- 
vance what  the  breaks  in  news  will  be  or  what  the  amount  of  adver- 
tising will  be.  He  may  at  a  late  hour  get  an  increase  of  one  or 
several  pages  of  advertising,  and  he  may  have  a  cancelation  of  one 
or  several  pages  of  advertising. 

It  will  be  obvious  that  decrease  in  advertising  or  news  creates  a 
surplus  of  men  for  that  particular  shift,  but  an  increase  to  the  same 
degree  positively  necessitates  overtime  work  by  the  group  concerned. 
Flexibility  in  this  particular  is  an  imperative  necessity  of  the  news- 
paper production. 

There  is,  perhaps,  no  other  industry  in  which  arbitrary  limitation 
of  hours  could  work  as  great  an  inconvenience,  cost,  and  unworkable 
rules  as  in  the  making  of  a  daily  newspaper,  even  though  the  man- 
agement had  complete  control  which  it  has  not  because  of  union 
rules  which  we  will  presently  describe. 

INDUSTRIAL  RELATIONS   POLICY 

The  newspaper-publishing  industry  is  characterized  by  a  liberal 
wage  policy  with  unexcelled  working  conditions  for  its  employees, 
generally  speaking,  and  continuity  of  employment  which  is  unsur- 
passed. 

Previously  we  have  shown  that  after  more  than  4  years  of  business 
depression  tne  average  hourly  earnings  of  all  wage  earners  employed 
by  newspapers  ranks  at  the  top.  The  average  hours  per  week  of 
eniployment  for  wage  earners  ranks  at  the  top. 

^Please  bear  in  mind  that  the  data  of  the  United  States  Bureau  of 
Labor  Statistics  and  the  data  of  the  National  Industrial  Conference 
Board  bearing  upon  average  earnings  and  average  hours  of  work 
per  wage  earner,  cover  both  organized  and  unorganized  employees 
of  newspapers.  There  are,  of  course,  no  contracts  between  unorgan- 
ized groups  and  newspaper  publishers.  The  wages  and  hours 
worked  are  a  matter  of  individual  bargaining. 

CX)NTRAC?r8    AND    AGREEMENTS 

There  are,  as  previously  stated,  534  contracts  between  the  various 
local  unions  and  newspaper  publishers,  together  with  62  verbal 
agreements  under  which  union  employees  exclusively  are  employed 
in  the  departments  and  union  conditions  are  observed.  The  total 
of  formal  contracts  and  verbal  agreements  is  586. 

The  international  arbitration  agreement  exists  between  the 
American  Newspaper  Publishers'  Association  and  the  International 
Printing  Pressmen  and  Assistants'  Union. 

Out  of  the  amicable  relations  which  exist  between  the  newspaper- 
publishing  industry  and  the  various  international  unions  of  the 
printing  trades,  there  has  grown  up  what  is  perhaps  one  of  the  most 
comprehensive  and  advanced  systems  for  the  amicable  adjudication 
of  industrial  relations  disputes  which  exist  any  place  in  the  country. 
As  early  as  in  1901  the  American  Newspaper  Publishers'  Associa- 
tion entered  into,  with  the  various  printing  trades  unions,  what  is 
known  as  the  "  International  Arbitration  Agreement." 


Under  this  agreement,  local  arbitration  boards  correspond  to  lower 
courts  or  courts  of  original  jurisdiction.  The  International  Arbi- 
tration Board  corresponds  to  a  supreme  court,  or  a  court  of  review. 
Under  these  arbitration  agreements,  the  maintenance  of  existing 
conditions  is  an  obligation  of  the  parties  who  enter  into  these  agree- 
ments. It  is  not  within  the  province  of  either  party  to  chance  con- 
ditions other  than  by  mutual  consent,  or  by  an  arbitration  decision 
arrived  at  through  the  prescribed  code  of  procedure. 

When  the  War  Labor  Board  was  taking  jurisdiction  over  various 
industrial  relations  disputes,  it  was  decided  that  due  to  this  Inter- 
national Arbitration  Agreement,  it  could  not,  with  propriety,  take 
jurisdiction  over  disputes  in  the  newspaper-publishing  industry. 
The  conclusion  at  that  time  was  that  the  industry  had  set  up  its 
own  machinery  for  the  adjudication  of  industrial-relations  disputes. 
Up  to  1922  the  international  arbitration  agreement  existed  be- 
tween all  of  the  printing  trades  unions  and  the  American  Newspaper 
4  Publishers'  Association.  In  that  year  disputes  arose  concerning  the 
exemption  from  arbitration  of  those  union  laws  which  affected  wages, 
hours,  and  working  conditions,  and  the  international  arbitration 
agreement  was  not  renewed,  except  in  the  case  of  the  International 
Printing  Pressmen  and  Assistants'  Union,  which  entered  into  an 
international  arbitration  agreement  with  the  A.  N.  P.  A.,  making 
arbitrable  all  questions  which  affect  wages,  hours,  working  conditions, 
efficiency,  and  administration  of  the  department. 

It  may  be  worthy  of  note  that  this  agreement  on  January  1,  1933, 
was  renewed  for  its  third  5-year  term. 

With  the  other  international  unions,  by  mutual  consent  the  Ameri- 
can Newspaper  Publishers'  Association  representatives,  and  repre- 
sentatives or  the  international  union  concerned,  functions  as  an 
international  board  of  arbitration  in  all  those  cases  where  the  local 
parties  have  agreed  to  arbitrate  under  the  terms  of  the  last  inter- 
national agreement. 
There  are  today  approximately  as  many  arbitration  agreements 
^  under  this  stipulation  as  there  were  in  the  days  when  the  respective 
international  arbitration  agreements  were  in  full  force  and  effect. 

Many  of  the  contracts  existing  between  newspaper  publishers  and 
local  unions  prescribe,  by  mutual  consent  of  the  parties  who  made 
them,  that  if  disputes  arise  under  the  contract,  or  in  the  making  of 
a  contract  to  succeed  it,  the  parties  will  submit  their  differences  to 
arbitration  in  accordance  with  the  terms  of  the  last  existing  inter- 
national arbitration  agreement. 

There  are  many  other  contracts  which  make  no  mention  of  the 
arbitration  agreement,  but  which  do  provide  that  the  parties  will 
respect  and  observe  the  conditions  imposed  by  international  union 
laws. 

There  are  some  contracts  which  make  no  reference  to  the  Inter- 
national Arbitration  Agreement,  and  make  no  reference  to  local  or 
international  union  laws,  but  nevertheless,  under  all  contracts,  it  is 
the  claim  of  international  unions  of  the  printing  trades  that  those 
union  laws  of  the  year  in  which  the  agreement  was  made  govern 
and  are  a  part  of  the  contract. 

This  is  a  highly  controversial  question.  Recognition  of  ex  parte 
union  laws,  rules,  and  regulations  having  to  do  with  wages,  hours, 
and  working  conditions  and  administration  of  the  department  is  by 
duress  and  not  by  consent  of  the  publishers. 
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The  International  Arbitration  Agreement  with  the  International 
Printing  Pressmen  and  Assistants'  Union  makes  subject  to  the  scru- 
tiny of  an  impartial  arbitrator  all  laws  affecting  wages,  hours,  work- 
ing conditions  or  administration  of  the  department.  This  we 
maintain  is  as  it  should  be. 

Laws  of  other  unions  were  passed  in  normal  times  and  in  contem- 
plation of  continued  normal  business  conditions.  They  are  no  more 
entitled  to  be  exempted  from  arbitration  than  would  be  arbitrary 
rules  and  regulations  prescribed  by  the  publishers. 

It  is  these  laws  which  make  impossible  for  newspapers  the  appli- 
cation of  blanket  legislation  which  contemplates  radical  reduction 
in  hours  of  work,  because  these  laws  hamper  and  restrict  proper 
managerial  prerogatives,  and  the  unions  concerned  refuse  to  submit 
them  to  the  impartial  scrutiny  of  an  arbitrator. 

This  is  a  situation  which  commands  consideration. 

If  534  formal  and  52  verbal  agreements  between  the  unions  and 
publishers  are  to  be  set  aside  by  the  contemplated  requirements  of 
Senate  bill  87,  and  if  the  International  Arbitration  Agreement, 
which  requires  the  maintenance  of  existing  conditions  until  changed 
by  mutual  consent  or  by  an  arbitration  decision  under  the  procedure 
prescribed,  are  to  be  set  aside  and  superseded  by  this  proposed  5-day 
week  6-hour  day  law,  then  likewise,  all  union  laws  which  affect  the 
publishers  must  be  set  aside  and  superseded  by  this  proposed  law  for 
the  entire  duration  of  the  period  in  which  this  proposed  law  will  be 
effective  or  Dermanently,  if  there  is  to  be  no  limitation. 

REQUEST  FOR  BILL  OF  PARTICULARS 

This  proposed  5-day  week  6-hour  day  as  prescribed  by  Senate 
bill  no  87,  brings  us  squarely  up  to  the  questions  of : 

No.  1.  What  is  to  be  the  status  of  existing  contracts  and  verbal 
requirements  ? 

No.  2.  What  is  to  be  the  status  of  existing  arbitration  agreements? 
I§  it  contemplated  that  this  bill,  if  it  becomes  a  law,  will  set  aside 
and  suspend  these  agreements ;  and  if  so,  what  agency  or  tribunal  is 
substituted  for  them  ? 

No.  3.  Will  this  bill  set  aside  all  union  laws  affecting  wages,  hours, 
working  conditions,  and  administration  of  the  department? 

Senator  Neely.  Is  that  inquiry  directed  to  the  committee  or  to 
the  Senate? 

Mr.  Kelly.  I  understand  we  are  submitting  all  these  questions  for 
the  consideration  of  the  Senate. 

No.  3.  Will  this  bill  set  aside  all  union  laws  affecting  wages,  hours, 
working  conditions,  and  administration  of  the  department.  It 
would  seem  obvious  that  it  would  be  improper  to  destroy  portions  of 
existing  contra<jts  and  leave  in  effect  that  portion  of  the  contract 
which,  according  to  the  union  claim,  is  valid  as  expressed  in  the  vari- 
ous union  laws.  And  we  ask  if  that  be  done,  a  clear  instruction  be 
issued  which  will  designate  that  agency  or  tribunal  to  which  the 
disputes  of  these  parties  may  be  submitted  without  any  limitation 
whatsoever  from  union  laws. 

I  think  you  will  get  the  idea  there,  with  these  inflexible  laws  of 
the  union,  whether  you  will  set  aside  the  contracts  which  have  been 
established.  To  leave  those  laws  in  effect  would  simply  mean  ruina- 
tion for  a  number  of  newspapers.     They  couldn't  stand  it. 
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Senator  Neely.  In  other  words,  you  want  your  industry  exempted 
from  the  operation  of  this  bill  ? 

Mr.  Kelly.  I  am  glad  that  you  brought  that  up.  We  say,  put  us 
on  the  same  footing.  If  you  wipe  out  our  contracts,  wipe  out  and 
make  illegal  the  others.  Don't  leave  us  hampered  and  handicapped 
in  a  way  that  the  publishers  can't  move,  but  are  tied  down  to  con- 
tracts which  prescribe  what  they  must  do  and  what  they  must  not 
do.  That  is  all  we  complain  about.  If  you  put  us  on  the  same  foot- 
ing with  the  union,  and  take  into  consideration  the  peculiar  produc- 
tion requirements  of  the  newspaper  business  and  provide  some  flexi- 
bility, we  will  be  satisfied.  We  are  asking  no  favors.  All  we  want 
is  an  even  break,  and  then  we  will  take  care  of  ourselves,  but  We 
don't  want  to  be  hobbled  from  the  very  beginning. 

Senator  Neely.  The  committee  cannot  undertake  to  solve  all  the 
problems  that  may  emanate  from  the  imagination  of  those  who  op- 
pose the  30-hour  week  bill. 

Mr.  Kelly.  We  feel  that  does  not  debar  nor  prevent  your  con- 
sideration of  that  which  will  make  for  a  successful  functioning  of 
the  act.  As  we  understand  this  bill,  it  contemplates  improving  the 
lot  of  the  worker.  It  certainly  w^ould  not  be  consistent  in  the  con- 
templation of  the  act  to  leave  something  undone  or  do  something 
which  would  defeat  the  very  purpose  of  the  act. 

Senator  Neely.  But,  Mr.  Kelly,  the  arguments  you  are  now  mak- 
ing have  in  substance  been  made  against  every  proposed  reduction  in 
hours  of  service.  The  steel  industry  for  years  worked  its  employees 
not  6  but  7  days  a  week,  and  12  hours  a  day.  But  now  there  is  no 
such  thing  as  the  12-hour  day  in  the  steel  industry. 

The  arguments  you  are  making  are  but  a  repetition  of  the  argu- 
ments that  were  made  against  the  enactment  of  the  Adamson  eight- 
hour  law.  Subsequent  to  the  time  the  Adamson  law  went  into 
effect  the  railroads  enjoyed  a  degree  of  prosperity  and  their  stocks 
reached  a  value  on  the  exchange  that  had  never  been  equaled  in  the 
history  of  the  country. 

Mr.  Kelly.  My  argument  may  be  as  old  as  the  hills.  I  don't 
know  as  to  that.  I  didn't  hear  the  arguments  to  which  you  referred. 
But  I  still  think  they  are  applicable  to  the  situation  that  confronts 
the  newspaper  business.  The  railroad  labor  did  not  have  a  closed 
shop  union.    The  steel  mills  were  all  open-shop  concerns. 

Senator  Neely.  Do  you  mean  to  say  there  are  no  open-shop  news- 
papers ? 

Mr.  Kelly.  They  are  in  the  great  minority.  Even  if  you  could 
name  50  or  100,  it  still  would  not  alter  the  situation.  You  cannot 
operate  successfully  if  you  strike  out  the  contracts  and  provisions 
established  for  your  protection,  and  leave  in  effect  these  union  rules, 
laws,  and  regulations.  I  say  that  you  must  put  them  both  on  an 
equal  footing  and  make  proper  flexibility  for  the  peculiar  require- 
ments. 

Now,  mind  you,  the  average  manufacturing  concern,  the  steel  mills, 
even  the  railroads,  do  not  have  the  uncertain  features  that  are  con- 
nected with  newspaper  production  requirements.  Who  knows  at 
what  moment  a  national  figure  may  drop  dead,  or  a  war  breaks  out, 
or  any  of  the  events  which  lead  to  a  big  break  in  the  news?  Those 
things  are  beyond  the  control  of  the  publisher.  Go  back  into  the 
history  of  the  business  and  you  will  find  it  has  been  in  the  vanguard 
always  in  reducing  hours. 
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Senator  Nebly.  What  are  the  hours  of  service  at  the  present  time  ? 

Mr.  Kelly.  In  a  great  majority  of  instances  we  have  40  hours  or 
less,  due  to  the  codes  and  the  contracts  with  the  unions. 

Senator  Neely.  What  were  they  before  the  codes? 

Mr,  Kelly.  Forty-six  and  a  fraction,  with  a  maximum  of  48. 

Senator  Neely.  Then  the  hours  of  service  in  the  newspaper  busi- 
ness have  been  reduced  to  the  extent  of  7  or  8  hours  a  week  by  virtue 
of  the  operation  of  the  codes? 

Mr.  Kelly.  But  not  the  shifts.  The  week  can  always  be  arranged, 
if  there  are  no  restrictive  union  rules  preventing  it. 

Senator  Neely.  Is  it  a  fact  that  the  working  hours  per  week  have 
been  generally  reduced  in  the  newspaper  business  by  the  operation 
of  the  codes,  and  if  so,  to  what  extent  ? 

Mr.  Kelly.  They  have  been  reduced  on  the  average  by  probably 
6  and  a  fraction  hours  a  week  with  a  proportionate  reduction  in 
pay.    A  newspaper  must  operate  6  or  7  shifts  a  week. 

Senator  Neely.  Do  you  mean  that  the  reduction  in  hours  of  serv- 
ice that  has  been  made  in  the  newspaper  industry  has  been  accom- 
panied by  a  proportionate  reduction  in  the  wages  the  employees 
previously  received? 

Mr.  Kelly.  In  a  large  number  of  cases.  But  bear  in  mind  that 
there  has  been  a  restoration  of  wages.  The  general  average  through- 
out the  industry  will  run  around  10-percent  reduction  in  hours  and 
wages ;  and  there  has  been  about  a  two-thirds  restoration  of  that  rate. 
I  am  speaking  in  average  terms. 

Senator  Neely.  Then  the  per  hour  cost  to  your  industry  is  con- 
siderably greater  under  the  operation  of  the  code  than  it  was  before? 

Mr.  Kelly.  Yes,  sir. 

Senator  Neely.  How  does  the  present  prosperity  of  your  industry 
compare  with  its  prosperity  during  1930,  1931,  and  1932? 

Mr.  Ketj«y.  I  am  not  familiar  with  any  newspaper  dividends. 
There  are  a  few  paying  dividends,  but  there  are  a  great  number  that 
are  on  the  ragged  edge  of  dipping  into  the  red  iii  in  every  month 
of  the  year. 

Senator  Neely.  Do  you  not  know  of  any  newspapers  that  pay  divi- 
dends ? 

Mr.  Kelly.  No,  sir.  I  pay  no  attention  to  that.  I  am  not  in  that 
line. 

Senator  Neely.  Do  not  the  Hearst  papers  pay  dividends? 

Mr.  B^elly.  Yes. 

Senator  Neely.  You  know  that? 

Mr.  Kjjlly.  Yes. 

Senator  Neely.  Why  did  you  say  you  were  not  aware  of  any  news- 
paper that  paid  dividends? 

Mr.  Kelly.  I  think  that  you  misunderstood  me  or  I  did  not  ex- 
press myself  clearly.  I  say  I  am  not  familiar  with  dividends.  I 
know  the  Hearst  papers  pay  dividends,  and  I  know  the  Chicago- 
News  pays  dividends,  but  I  am  not  familiar  with  the  subject. 

Senator  Neely.  You  do  know  that  the  publishing  business  has 
been  more  prosperous  under  the  operation  of  the  code  than  it  was 
before? 

Mr.  Kelly.  No;  I  do  not. 

Senator  Neely.  Is  or  is  not  that  a  fact? 
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Mr.  Kelly.  I  have  no  figures  of  my  own,  but  I  would  say,  from 
this  survey  covering  75  leading  papers,  that  it  is  not  a  fact. 

I  base  my  statement  on  that  recent  survey,  where  they  found  that 
because  of  increased  labor  costs  there  was  a  decrease  in  net  income 
of  about  three- fourths  of  a  million  dollars. 

No.  4.  If  the  Senate  bill  no.  87  becomes  a  law,  what  provision  is  to 
be  made  for  the  imperative  necessity  of  flexibility  of  hours  due  to 
the  indeterminable  and  unforeseen  production  requirements  of  news- 
papers ? 

Publishers  have  learned  in  past  experience  that  reductions  in  the 
specific  hours  of  labor  served  merely  as  an  excuse  for  the  collection 
of  punitive  rates  for  overtime  pay  under  union  laws. 

In  fairness  to  both  parties,  if  this  bill  becomes  a  law  and  news- 
papers are  included  under  it,  it  should  be  provided  that,  upon  a 
determination  by  the  proper  tribunal  that  in  a  specific  industry  such 
as  the  newspaper  publishing  industry,  overtime  frequently  is  re- 
quired, there  shall  be  established  a  flexible  day  of  from  6  to  8  hours 
with  no  punitive  pay  for  overtime  until  after  8  hours.  If  this  is 
not  done,  then  the  purpose  of  creating  additional  employment  will 
not  be  served.  It  will  result  in  the  elimination  of  numerous  editions 
by  many  newspapers  with  consequent  reduced  employment  rather 
than  increased  employment. 

No.  5 :  How  is  it  contemplated  that  the  30-hour  week  as  prescribed 
in  Senate  bill  no.  87  will  apply  to  editorial  departments  ?  How,  for 
illustration,  will  it  apply  to  space  writers  or  special  writers  who  deal 
with  economics,  art,  literature,  and  sciences?  The  same  problem 
arises  with  reference  to  specialists  writing  political,  financial,  and 
economic  subjects.  For  instance,  if  either  House  or  Senate  should 
stay  in  session  for  more  than  6  hours,  as  both  Houses  frequently  do, 
is  a  correspondent  in  the  press  gallery  to  punch  a  time  clock  when  he 
goes  in  and  then  go  off  duty  at  the  end  of  6  hours,  even  in  the  midst 
of  an  important  speech?  What  would  be  the  practice  under  this 
proposed  5-day  30-hour  week  concerning  deskmen  ?  The  city  editor, 
for  instance,  in  whose  mind  is  a  comprehensive  picture  of  the  pat- 
tern that  the  news  of  that  day  is  taking — ^how  could  another  man 
take  up  his  work  at  the  end  of  6  hours  if  it  is  contemplated  that  this 
bill  should  apply  to  editorial  departnlents  ? 

No.  6 :  Who  is  to  determine  where  the  line  will  be  drawn  between 
specialists,  executives,  subexecutives,  and  any  other  whose  special 
training  and  ability  is  needed  more  than  30  hours  a  week,  as  distin- 
guished from  those  employees  performing  ordinary  routine  duties 
who  might  easily  be  rotated  ? 

No.  7:  Where  would  the  operation  of  this  contemplated  5-day 
30-hour  week  commence  and  where  would  it  end  ?  Will  it  commence 
with  the  collection  of  news  and  advertising  and  end  when  the  fur- 
thermost subscriber  has  received  his  copy  of  the  paper,  or  is  there 
some  intermediate  point  at  which  it  will  commence  and  cease  its 
operation  ? 

No.  8:  What  is  to  be  the  status  of  the  private  owner  of  a  truck 
who  contracts  with  a  newspaper  to  deliver  a  certain  route  ? 

No.  9 :  What  is  to  be  the  rule  for  a  newspaper  having  a  full-crew 
production  requirement  of  8  hours  per  day?  Union  laws  require 
that  a  member  called  for  work  may  not  be  paid  less  than  for  a  full 
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day.  Senate  bill  no.  87  provides  that  6  hours  shall  constitute  a  max- 
imum day.  Will  that  newspaper  be  expected  to  call  in  a  new  crew 
and  pay  it  for  6  hours,  althou<rh  it  works  but  2  hours? 

The  foregoing  typical  questions  would,  with  innumerable  others, 
immediately  beconie  pressing  were  Senate  bill  no.  87  to  become  a  law. 

Section  5  of  Senate  bill  no.  87  sets  out  what  purports  to  be  a 
measure  of  flexibility  and  relief  in  the  following  language: 

On  and  after  the  date  this  act  takes  effect  it  shall  be  unlawful  for  any 
employer  subject  to  any  of  the  provisions  of  this  act  to  reiluce,  directly  or 
indirectly,  the  daily,  weekly,  or  monthly  wa?e  rate  in  effect  on  such  date  (or, 
In  the  case  of  an  applicant  for  a  loan  from  a  governmental  ajjency,  on  the  date 
his  application  is  submitted)  with  respect  to  any  of  his  employees  until  rea- 
sonable opportunity  has  been  afforded  to  his  employees,  through  representatives 
of  their  own  choosing  by  a  majority  vote,  to  meet  with  the  employer  or  his 
representatives  and  to  discuss  and  consider  fully  all  quef»tions  which  may  arise 
in  connection  with  the  reduction  of  such  wage  rate. 

In  practical  application,  that  moans  no  reductions,  as  the  follow- 
ing quotations  from  the  last  official  convention's  proceedings  of  the 
International  Typographical  Union  eloquently  testify  (see  pp.  130- 
131  of  proceedings  lor  fifth  day) : 

There  are  times  when  local  unions  want  haste  and  there  are  times  when  they 
do  not  want  it.  Perhaps  the  members  of  the  New  York  union  who  instructed 
the  delegates  have  forgotten  that  in  1020  they  had  a  scale  expire  in  the  news- 
paper branch  because  they  could  not  arrange  a  settlement,  and  placed  the 
matter  in  the  hands  of  the  International  pre^Jident,  and  be  hold  It,  and  their 
settlement  was  not  arranged  until  December  1032.  From  the  time  the  scale 
expired,  in  1020,  if  my  memory  serves  me  right,  until  December  1032.  the  mem- 
bers of  the  New  York  union  enjoyed  the  highest  scale  they  ever  had  during  that 
entire  period  of  the  depression,  because  of  the  dilatory  tactics  of  the  Inter- 
national president. 

We  have  a  number  of  other  unions  which  are  in  exactly  the  same  position. 
We  have  some  for  whom  the  International  president  rendered  the  service,  all 
during  the  depression,  of  taking  the  responsibility  for  holding  up  the  negotia- 
tions of  their  contracts,  and  while  all  other  unions  were  being  compelled  to 
accept  decreases,  and  no  doubt  had  settlements  l)een  made  during  that  period, 
they  also  would  have  accepted  decreases.  The  International  president  delayed 
and  saved  them  from  the  sacrifices  that  would  have  been  necessary  in  decreases 
in  their  wage  rates. 

Lines  9  to  16,  inclusive,  page  3,  S.  87,  read : 

Provided,  That  upon  the  submission  of  satisfactory  proof  of  the  existence  of 
special  conditions  in  any  industry  included  herein,  making  it  necessary  for  cer- 
tain persons  to  be  employed  more  than  five  days  in  any  week  or  more  than  six 
hours  in  any  day,  the  Secretary  of  Labor,  or  his  duly  selected  representatives, 
may  issue  exemption  permits  with  respect  to  such  persons,  relieving  the  em- 
ployer from  the  provisions  of  this  Act  with  reference  to  such  persons. 

For  reasons  hereinbefore  shown,  and  because  of  the  delays  inher- 
ent to  proving  necessity  for  exemption  and  securing  exemption  per- 
mits, this  provision  does  not  afford  adequate  relief,  nor  necessary 
flexibility.  This  section  would  not  prevent  great  losses  and  actual 
failures  before  relief  could  be  afforded.  All  of  this  would  defeat  the 
contemplated  objectives  of  Senate  bill  No.  87  because  it  would  reduce 
rather  than  increase  employment. 

In  conclusion  and  summarizing  very  briefly : 

We  have  shown  the  available  employment  in  the  daily  newspaper 
publishing  industry  and  the  average  earnings  per  hour  of  wage 
earners  therein  to  be  the  highest  of  any  industry. 

We  have  shown  that  available  employment  in  this  industry  is 
above  the  levels  of  all  industry  despite  the  tremendous  losses  in  busi- 
ness volume. 
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We  have  shown  that  more  than  half  of  the  daily  newspapers  have 
less  than  5,000  circulation,  only  14  and  a  fraction  percent  enjoy  cir- 
culations of  25,000  or  more,  and  only  3.5  percent  enjoy  circulation 
above  100,000. 

We  have  described  the  peculiar  production  requirements  of  news- 
papers and  the  manner  in  which  proper  managerial  prerogatives  are 
interfered  with  by  certain  ex  parte  union  laws,  rules,  and  regulations. 

We  have  shown  that  the  inflexible  provisions  of  Senate  bill  no.  187, 
as  drafted,  would  increase  the  basic  labor  cost  of  daily  newspapers 
more  than  50  percent — approximately  40  percent  higher,  in  the  me- 
chanical department,  than  the  prosperity  levels  of  1929. 

We  unqualifiedly  declare  the  objective  contemplated  by  Senate 
bill  no.  87  to  be  impossible,  all  things  considered. 

We  predict  that  if  it  becomes  a  law,  hundreds  of  thousands  of 
man-hours  of  now  available  employment  in  this  industry  will  cease 
to  exist  because  of  the  number  of  daily  newspapers  which  cannot 
survive  and  because  of  the  number  of  editions  which,  of  necessity, 
will  be  discontinued. 

If  the  committee  be  not  yet  convinced  of  the  imprudence  of  en- 
dorsing Senate  bill  no.  87,  and  if  that  bill  in  some  form  be  destined 
to  become  a  Federal  law,  then  we  most  respectfully  urge  that  you 
give  the  units  of  this  industry  a  fighting  chance  to  survive.  Give  the 
bill  a  fighting  chance  to  function  successfully.  Provide  it  with  flex- 
ibility in  its  application  to  production  requirements  peculiar  to  a 
given  industry.  Provide  that  hourly  wage  rates  need  not  be  in- 
creased until  increasing  revenue  business  volume  makes  it  possible. 
Fail  to  provide  that  and  Senate  bill  no.  87  becomes  the  death  war- 
rant for  hundreds  of  daily  newspapers  now  barely  able  to  survive 
financially. 

Subordinate  all  ex  parte  union  laws,  rules,  and  regulations  which 
affect  wages,  hours,  working  conditions,  and  administration  of  de- 
partments, to  this  act. 

Designate  the  International  Arbitration  Board  of  the  Interna- 
tional Printing  Pressmen  &  Assistants'  Union  and  the  American 
Newspaper  Publishers'  Association  as  the  authorized  tribunal  for 
making  decisions  upon  the  many  controversial  points  which  will 
arise.  That  tribunal  is  comprised  of  experienced  men  in  the  indus- 
try and  has  more  than  30  years'  standing. 

Also,  we  respectfully  invite  attention  of  the  committee  to  the  fact 
that  even  this  tribunal  could  not  function  quickly  enough  to  prevent 
great  and  irreparable  loss  to  individual  newspapers  under  such  a 
radical  change  as  contemplated  by  Senate  bill  no.  87. 

A  newspaper,  as  has  been  previously  pointed  out,  is  one  of  the 
most  perishable  of  products.  Delays  iii  meeting  its  production  and 
delivery  requirements  can  easily  result  in  intangible  losses  which 
cannot  be  measured  in  terms  of  money.  Losses  for  which  reparation 
cannot  be  made.  The  bill,  if  it  becomes  a  law,  should  specifically 
provide  that  on  all  questions  arising  from  the  application  of  this 
contemplated  law  insofar  as  wages,  houi^s,  working  conditions,  and 
administration  of  the  department  are  concerned,  the  orders  of  the 
management  shall  be  executed  pending  a  decision  by  the  Interna- 
tional Arbitration  Board,  which  under  present  rules  has  jurisdiction 
back  to  the  original  raising  of  an  issue. 
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STATEMENT  OF  ROBERT  C.  GRAHAM,  VICE  PRESIDENT  OF 
GRAHAM-PAIGE  MOTORS  CORPORATION,  REPRESENTING  THE 
AUTOMOBILE  MANUFACTURERS'  ASSOCIATION 

Senator  Neely.  Mr.  Graham  the  committee  is  ready  to  hear  you. 
Mr.  Graham.  I  represent  the  Automobile  Manufacturers'  Associa- 
tion, the  membership  of  which  includes  all  motor-vehicle  manufac- 
turers of  any  size  with  the  exception  of  the  Ford  Motor  Co.  As  you 
perhaps  know,  this  industry,  including  body  and  parts  plants,  em- 
ployed in  1934  an  average  of  430,000  men.  Including  those  directly 
and  indirectly  employed  in  the  production  of  raw  materials,  mainte- 
nance, and  truck  transportation,  there  is  a  grand  total  of  about  4i/^ 
million  men  whose  livelihood  is  closely  identified  with  the  auto- 
motive industry. 

I  would  like  to  give  you  a  few  comments  in  regard  to  the  situation 
in  our  industry.  In  1932  we  were  down  to  a  low  ebb  of  1,200,000 
automobiles,  from  our  peak  in  1929  of  5,600,000.  There  has  been  a 
tremendously  fine  job  done  by  our  industry,  I  feel  sure.  In  1933  we 
went  to  1,800,000  cars.     In  1934  we  hit  2,800,000  cars. 

Senator  Neely.  That  was  the  output  of  the  entire  industry? 
Mr.  Graham.  Of  the  entire  industry. 
Senator  Neely.  Including  Fords? 

Mr.  Graham.  Including  Ford.  We  are  anticipating  in  1935  that 
the  industry  will  produce  3,500,000  automobiles. 

The  automobile  industry  is  the  largest  single  user  of  steel,  glass, 
rubber,  nickel,  lead,  of  certain  textiles  and  of  upholstery  leather. 
In  addition  to  these,  it  is  an  enormous  consumer  of  a  very  wide 
variety  of  raw  and  manufactured  materials  of  the  products  of  farm, 
mine,  and  factory  of  almost  every  kind  and  variety.  Every  State 
in  the  Union  furnishes  some  product  for  the  automobile.  It  is  gen- 
erally recognized  that  the  well-being,  not  only  of  a  vast  number  of 
workers,  but  of  a  great  number  of  business  enterprises,  large  and 
small,  is  involved  with  that  of  the  automobile  industry. 

I  would  like  to  bring  out  the  point  that  every  State  in  the  Union 
contributes  to  the  manufacture  of  automobiles.  For  example,  every 
State  furnishes  raw  materials  and  supplies.  South  Carolina  fur- 
nishes two,  cotton  and  cotton  fabrics.  Pennsylvania  furnishes  17. 
Senator  Neely.  What  does  West  Virginia  furnish? 
Mr.  Graham.  We  get  glass  from  West  Virginia.  Glass  is  the 
principal  one.    We  are  large  users  of  plate  glass,  and  wire. 

Senator  Nfjily.  Of  course,  you  know  that  West  Virginia  makes 
the  very  best  glass  in  the  world. 
Mr.  Graham.  That  is  right. 

Senator  Neely.  If  you  do  not  know  it,  I  hope  you  will  learn  it 
and  advertise  it  to  the  world. 

Mr.  Graham.  Yes,  sir.  Every  bit  of  the  glass  we  use  comes  from 
West  Virginia,  and  I  know  a  lot  of  other  companies  that  do  the  same. 
When  you  visualize  22%  million  square  feet  of  glass  in  a  million 
automobiles,  you  can  see  the  tremendous  importance  of  our  industry 
to  the  glass  industry. 

I  don't  want  you  to  overlook  the  fact  that  in  the  manufacture  of 
parts  and  materials  every  State  in  the  Union  is  interested.  Rhode 
Island  has  23  important  plants  making  parts  for  automobiles. 
Texas  has  100. 


Senator  Neely.  May  I  suggest  that  you  say  something  about  Sen- 
ator Austin's  State — Vermont;  and  Senator  Hatch's  State — New 
Mexico. 

Mr.  Graham.  From  New  England,  for  example,  we  get  our  leather 
and  other  materials  including  mica,  silica,  lacquer,  mohair,  and 
leather. 

From  Texas,  we  get  a  great  deal  more.  I  don't  want  Senator 
Hatch  to  feel  bad,  but  I  have  been  in  Texas  frequently  over  the  past 
30  years  and  I  know  the  situation  there.  Texas  has  100  plants  man- 
ufacturing automobile  supplies  or  equipment.  California,  for  ex- 
ample, has  over  200  plants  supplying  automobile  equipment.  From 
Texas  we  get  wool,  mohair,  hides,  and  a  large  number  of  materials. 
We  get  from  New  Mexico,  copper,  zinc,  wool,  hides,  cotton,  and  a 
number  of  other  things. 

I  am  referring  to  these  things  because  I  want  to  show  you,  in  the 
first  place,  that  we  think  we  have  been  doing  a  fine  job  in  aiding 
recovery.  We  have  been  going  ahead  and  putting  every  ounce  of 
energy  that  we  have  in  an  effort  to  assist  the  President  in  his  re- 
covery program.    We  think  there  has  been  fine  progress  made. 

I  would  like  to  take  a  minute  on  the  farm  situation.  I  am  farm- 
ing about  4,000  acres  and  have  been  for  25  years,  in  southern 
Indiana. 

Senator  Neely.  Do  you  think  that  there  has  been  an  improvement 
in  the  condition  of  the  farmer? 

Mr.  Graham.  I  certainly  do.  I  would  like  to  show  you  how  that 
improvement  has  helped  us  to  sell  more  automobiles. 

Senator  Neely.  Do  you  consider  farming  your  vocation  or  avoca- 
tion? 

Mr.  Graham.  For  over  100  years  my  folks  have  had  these  farms, 
and  I  am  carrying  on. 

Two  years  ago.  Senator,  at  my  own  elevators,  we  had  15-cent  corn ; 
today  we  have  85-cent  corn.  At  that  time  we  had  $2.75  hogs,  and 
today  we  have  a  top  of  $8.50.  We  have  been  feeding  about  500  head 
of  cattle,  and  2  years  ago  the  price  was  around  $5,  and  we  have  a 
top  today  of  $13.50.  I  will  not  go  into  other  products  that  you 
know  about  as  well  as  I  do,  but  just  in  Indiana  alone  the  improved 
price  of  farm  products  amounted  to  over  $60,000,000  more  than 
the  year  before. 

We  are  trying  to  take  advantage  of  those  things.  Our  industry  is 
based  upon  transportation,  and  we  feel  that  the  wealth  of  the 
Nation  depends  upon  transportation  plus  natural  resources,  and 
therefore  we  are  serving  an  important  purpose  in  furnishing  trans- 
portation. 

Another  point  I  want  to  bring  out  is  the  great  improvement  we 
have  had  in  exports  since  1932.  We  went  down  from  a  million  cars 
to  181,000  cars  exported,  and  this  past  year  we  went  up  to  435,000 
automobiles.  We  naturally  believe  that  the  future  of  this  foreign 
market  is  excellent.  That  is  one  reason  why  our  industry  has  sup- 
ported the  President's  reciprocal  trade  agreement  program  in  every 
way  we  could.  We  think  that  there  is  going  to  be  a  tremendous 
opportunity  for  exports  particularly  in  the  next  3  years,  because 
here  we  are  in  America  with  7  percent  of  the  population  and  70 
percent  of  the  cars. 
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Senator  Neely.  You  do  not  concur  in  the  opinion  expressed  by 
Mr.  Reymond  to  the  effect  that  recovery  has  been  retarded  by  the 
operation  of  the  "  new  deal  "  legislation  f 

Mr.  Graham.  Senator,  I  must  admit  I  was  in  tlie  back  row,  and 
the  gentleman  spoke  rather  low.  I  tried  to  catch  it,  but  I  was  able 
to  get  only  disjointed  remarks. 

Senator  Neely.  Do  you  believe  the  industrial,  the  economic,  and 
the  financial  affairs  of  the  country  are  better  or  worse  now  than 
before  the  recovery  program  was  adopted  ? 

Mr.  Graham.  Well,  Senator,  in  the  first  place,  I  am  not  an  econo- 
mist. I  have  been  in  the  manufacturing  business  for  30  years,  since 
I  finished  my  schooling,  in  partnership  with  my  brother,  lout  as 
I  see  it,  and  as  I  pointed  out,  vmquestionably  we  have  had  a  very 
fine  increase  in  the  number  of  cars  produced  and  sold,  which  shows 
the  position  of  our  industry. 

Senator  Neely.  And  there  has  been  an  improvement  from  the 
farmer's  point  of  view  ? 

Mr.  Graham.  A  tremendous  improvement  for  the  farmer  that  I 
am  so  interested  in.  I  could  not  go  into  every  industry,  because 
our  time  is  given  to  this  one  industry.  But  tor  us,  and  for  the 
farmer — and  I  will  put  the  farmer  first  in  importance — I  think  there 
has  been  a  substantial  improvement. 

Senator  Austin.  I  do  not  think  the  record  ought  to  be  interpreted 
that  Mr.  Reymond  testified  that  there  had  not  been  an  improvement. 

1  think  it  should  be  assumed  that  he  testified  there  had  been,  but  it 
was  not  attributable  to  the  shortening  of  hours;  that  there  were 
other  factors  that  went  into  that ;  and  that  there  would  have  been  a 
greater  improvement  if  the  program  of  shortening  hours  and  the 
labor  program  and  the  program  in  relation  to  the  cost  of  goods  had 
not  been  adopted. 

Senator  Neely.  His  testimony  is  a  matter  of  record.  Those  who 
read  it  can  interpret  it  for  themselves. 

Proceed,  Mr.  Graham. 

Mr.  Graham.  I  tried  to  cover  what  we  have  done  to  assist  in  put- 
ting men  to  work  and  the  tremendous  effort  put  forth  by  the  entire 
industry  toward  improving  conditions  here.  Our  first  consideration 
is  for  the  welfare  and  improvement  of  all  factors  in  the  United 
States. 

Right  here  I  would  like  to  tell  you  that  our  firm,  the  Graham- 
Paige  firm,  is  not  one  of  the  large  firms.  We  are  one  of  the  small 
firms.  You  can  realize  that  when  we  dropped  from  a  high  of  77,000 
cars  at  the  peak  down  to  about  11,000  cars  in  1932,  it  naturally  took 
a  good  deal  of  capital  that  we  had  in  our  surplus. 

Senator  Neely.  What  was  your  output  in  1933  and  1934? 

Mr.  Graham.  We  came  right  along  with  the  industry.  Our  de- 
velopment and  our  improvement  since  1932  was  up  to  around  eleven. 

Senator  Neely.  Do  you  mean  11  percent? 

Mr.  Graham.  No;  11,000  automobiles.  The  next  year  we  made 
better  than  14,000,  and  last  year  we  made  better  than  16,500.  So 
our  ratio  was  about  in  line  with  the  industry  itself. 

Senator  Neely.  What  is  your  expected  output  for  1935  ? 

Mr.  Graham.  For  our  company  we  have  hopes  in  1935  of  an  in- 
crease of  from  50  to  75  percent.    That  is  due  to  the  fact  that  after 

2  years  of  real  intensive  labor  we  have  been  able  to  bring  out  a  car 


in  the  low-priced  field.  We  feel,  however,  that  there  is  gomg  to  be 
substantial  improvement  for  everybody.  We  think  the  industry  will 
go  from  2,800,000  to  3,500,000  next  year. 

The  Automobile  Manufacturers'  Association  accepted  the  Presi- 
dent's automobile  code,  and  we  have  worked  under  that.  The  aver- 
age factory  wage  rate  at  the  end  of  last  year  was  77  cents  an  hour. 
As  you  know,  the  code  provides  for  a  40-hour  average  week,  with  a 
maximum  of  48  hours. 

The  industry  and  those  dependent  upon  it,  particularly  the  work- 
ers, have  a  vital  concern  in  the  measure  before  this  committee. 

Since  the  varied  considerations  involved  in  this  measure  as  it 
applies  to  industry  generally,  have  been  ably  presented  by  others, 
who  have  appeared  before  you,  I  shall  confine  my  remarks  to  its 
applications  in  the  automobile  manufacturing  industry. 

In  any  industry  where  demand  fluctuates  from  week  to  week  as 
it  does  in  the  automobile  industry,  accurate  forecasting  is  impossible. 
In  such  cases  there  are  two  necessary  elements  of  flexibility  in  ex- 
panding production  to  meet  rapid  changes  in  production  require- 
ments. First,  production  is  expanded  by  increasing  the  total  work- 
ing hours  of  the  existing  force  of  productive  labor  which  is  the  most 
desirable  method,  and  second  by  expanding  the  number  of  temporary 
employees.  Any  rigid  limitation  upon  the  number  of  hours  per 
week  permitted  members  of  the  working  force  necessarily  eliminates 
very  largely  the  first  element  of  flexibility.  It  becomes  necessary, 
therefore,  to  meet  fluctuating  demand  largely  by  expansion  of  the 
working  force. 

This  situation  encourages  the  influx  of  large  numbers  of  men, 
whose  employment  can  be  temporary  at  best,  creating  a  social  prob- 
lem of  no  small  proportion  when  the  peak  employment  period  has 
passed.  It  cannot  be  too  readily  assumed  either,  that  in  most  cases 
a  supply  of  the  kind  and  numbers  of  men  necessary  in  a  given 
industry  can  be  found  or  created  in  the  brief  period  of  time  involved. 

Experience  has  indicated  that  labor  is  on  the  whole  not  sufficiently 
mobile  to  meet  such  brief  periods  of  need.  It  is  rarely  practical  to 
afford  even  the  limited  training  necessary  to  convert  a  clerk  or  build- 
ing tradesman  into  a  machine  operator.  On  the  larger  scale,  it  is 
not  practical,  and  in  most  instances,  not  socially  desirable  to  trans- 
plant large  numbers  of  workers  from  depressed  areas  into  industrial 
communities,  usually  located  at  some  distance  from  their  homes,  in 
an  effort  to  meet  a  temporary  demand.  The  inevitable  result  is  to 
create  a  social  burden  in  the  place  of  transplantation  even  greater 
than  was  presented  by  such  unemployed  people  in  the  environment 
to  which  they  were  accustomed,  and  to  which  they  had  adjusted 
themselves 

An  example  of  this  is  the  heavy  migrates  into  the  automobile 
centers  during  the  high  demand  period  of  1928-29  which  presented 
a  severe  problem  to  the  community  in  the  3  succeeding  years.  In 
fact,  this  is  still  somewhat  of  a  problem  despite  code  restrictions 
on  maximum  hours  and  an  increased  demand  in  1934,  the  output 
of  which  practically  matched  1930.  ,.  ,    . 

In  all  of  these  adjustments,  whether  successfully  accomplished  or 
not,  there  are  involved  certain  very  important  elements  of  expense. 
Large  temporary  increases  in  working  forces  composed  in  large 
measure  of  unskilled,  untrained  men,  involve  expense  in  hiring  and 
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training,  m  increased  supervision,  through  waste  of  material  and 
breakage  of  tools,  and  in  a  variety  of  other  ways,  which  would  add 
very  materially  to  the  cost  of  the  product  without  compensating 
benefit  to  the  consumer  or  society  as  a  whole.  These  increased  costs 
would  have  to  be  passed  on  to  the  buyers  of  automobiles  and  would 
result  m  reduction  in  sales,  which  in  the  last  analysis  would  mean 
that  less  rather  than  more  employment  was  provided  by  the  industry 

Follpwing  passage  of  the  N.  I.  R.  A.,  the  automobile  industry  in 
its  desire  to  cooperate  with  the  recovery  program  of  the  administra- 
tion, accepted  a  code  which  consists  of  labor  provisions  only  and  con- 
tains no  provisions  designed  to  give  the  manufacturers  any  power  to 
fix  prices  or  otherwise  to  increase  its  profits  by  collective  action  at 
the  expense  of  the  consumer.  As  is  generally  known,  the  automobile 
industry  has  for  many  years  been  noted  for  the  high  earnings  of  its 
employees,  which  now  average  77  cents  per  hour  under  the  code. 

The  weekly  hours  of  productive  workers  were  limited  by  this  code 
to  an  average  of  40  hours  per  week  with  a  maximum  of  48  in  any 
week,  intended  to  provide  the  degree  of  flexibility  required  by  the 
peculiar  characteristics  of  the  industry. 

Due  to  a  combination  of  circumstances,  the  production  require- 
ments of  the  spring  of  1934  reached  a  high  sharp  peak  and  in  its 
application  of  the  '*^spread-work  "  theory  under  the  code,  the  indus- 
try employed  an  extraordinarily  large  number  of  temporary  em- 
ployees for  a  few  months  at  that  time.    The  employment  of  these 
additional  workers  resulted  in  a  marked  lowering  of  efficiency  and 
increase  in  the  final  cost  of  the  product.    This  sharp  rise  in  produc- 
tion  would  ordinarily  have  furnished  more  employment  for  the  in- 
dustry s  regular  employees  and  thus  would  have  raised  their  annual 
earnings  considerably  above  those  they  actually  received.     It  should 
be  noted  that  these  provisions  of  40-hour  average  and  48-hour  maxi- 
mum resulted  in  the  employees  securing  an  actual  average  of  less 
than  40  hours  in  the  first  year  of  operation.    It  seems  evident  that 
a  maxmium  of  30  hours  would  result  in  an  average  of  much  less 
than  30  m  this  industry.    For  a  given  volume  of  production  there 
is,  broadly  speaking,  a  corresponding  number  of  man-hours  of  em- 
ployment required,  and  the  extension  of  employment  to  temporary 
employees  detracts  correspondingly  from  the  employment  oppor- 
tunity of  the  more  steady  workers  and  impairs  their  annual  earning 
power.  ^ 

Faced  with  these  consequences  of  limitation  on  working  hours  in 
an  industry  characterized  by  fluctuating  demand  for  its  product, 
the  industry  has  developed  certain  plans,  including  a  recommenda- 
tion that  the  members  of  the  industry  concentrate  new  model  intro- 
duction m  the  fall  of  the  year  so  as  to  increase  employment  in  the 
winter  months  and  tend  to  reduce  the  usual  peak  production  require- 
ments m  the  spring.  ^ 

Under  the  new  plans  of  the  industry  it  now  hopes  that  it  will  be 
able  to  operate  m  a  manner  which  will  effect  an  improvement  in 
regularization  of  employment  and  annual  earnings. 

*u^oJ  J^^^^J-'i?^^*^*\^^^  of  working  hours  such  as  are  proposed  in 
the  30-hour  bill  would  nullify  this  carefully  developed  plan  of  the 
industry  to  overeome  the  difficulties  whi6h   developed  this   year 
since  it  would  prohibit  the  expansion  and  contraction  of  the  working 
hours  of  a  stable  working  force  and  thus  force  the  industry  to  repeat 
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its  undesirable  experiences  of  1934  of  adding  large  numbers  of  men 
for  brief  periods. 

What  has  been  said  heretofore  applies  only  when  a  rigid  limitation 
of  weekly  working  hours  is  made  without  an  attempt  to  compensate 
therefor  by  wage  adjustments.  It  is  obvious  that  any  reduction  of 
present  levels  of  weekly  hours  without  compensating  wage  increase 
would  reduce  those  now  employed  substantially  to  a  subsistence  level, 
which  would  also  be  the  level  of  earnings  of  any  new  employees  added 
by  reason  of  the  reduction. 

If,  on  the  other  hand,  a  compensating  wage  increase  is  attempted, 
it  must  necessarily  result  in  an  increase  in  costs  of  manufactured 
articles  to  all  classes  of  consumers,  both  those  whose  wages  have  been 
increased  to  maintain  the  same  level  of  income,  and  to  the  vast 
majority  of  other  consumers  whose  incomes  would  also  remain 
unchanged. 

Nation-wide  limitation  of  working  hours  to  30  hours  a  week  would 
affect  each  step  in  production  from  the  raw  materials  throug'h  the 
various  transformations  into  the  finished  product.  For  example,  the 
increase  of,  roughly,  one-third  in  wage  rates  all  the  way  along  the 
line,  together  with  the  incidental  costs,  would  mean  in  the  last  analy- 
sis an  excessive  increase  in  the  factory  cost  of  an  automobile.  Due 
to  the  increased  cost  of  all  manufactured  commodities  while  earnings 
remained  at  present  levels,  both  new  and  old  employees  would  find 
themselves  on  a  bare  subsistence  basis.  All  other  classes  in  the  com- 
munity, including  farmers,  professional  men,  annuitants,  and  others, 
would  find  themselves  confronted  with  an  impossible  increase  in 
price  of  manufactured  goods.  The  inevitable  result,  it  seems  obvious, 
would  be  a  marked  reduction  in  demand  for  all  manufactured  goods, 
particularly  for  those  above  the  level  of  bare  necessities. 

The  effect  of  a  rapid  increase  in  the  cost  of  manufactured  goods 
cannot  easily  be  measured.  All  experience  indicates,  however  an  im- 
mediate decline  in  demand  of  unprecedented  proportions. 

Whatever  its  extent,  the  net  effect  would  be  a  sharp  decline  in  pro- 
duction and  employment  as  a  result  of  any  rigid  limitation  of  hours 
such  as  proposed  by  this  law,  and  an  ultimate  condition  worse  than 
that  whitfh  it  is  sought  to  remedy. 

Any  rigid  limitation  of  working  hours  is  likely  to  affect  more 
seriously  the  smaller  companies  in  a  given  industry  than  the  larger 
well-financed  companies.  If  it  is  assumed  that  smaller  companies  in 
a  given  industry  are  now  in  position  to  compete  with  larger  com- 
panies on  an  even  basis  as  far  as  their  manufacturing  costs  are  con- 
cerned, it  is  likely  to  be  because  the  smaller  companies'  disadvantage 
in  employing  a  larger  percentage  of  labor  in  the  output  of  their  prod- 
ucts is  offset  by  the  increased  capital  costs  of  the  larger  companies. 
Thus,  any  increase  in  the  cost  of  the  labor  element  in  production 
will  bear  more  seriously  upon  the  smaller  companies  than  upon  the 
larger. 

Any  step  which  promises  an  increase  of  approximately  one-third  in 
labor  costs  is  very  likely  to  have  a  disastrous  effect  upon  the  smaller 
companies,  who  are  now  experiencing  great  competitive  difficulties, 
and  have  a  very  marked  tendency  to  increase  the  mortality  of  small 
companies  and  to  further  centralize  industry  in  a  few  strong  hands. 

In  the  12  months  ending  December  31,  1934,  there  were  exported 
from  the  United  States  242,000  cars  and  trucks  out  of  a  total  United 
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States  production  in  that  period  of  2,779,000.     Thus,  roughly,  8.7 
l^rcent  of  total  United  States  production  was  sold  abroad. 

On  the  basis  of  our  best  estimate  of  485  hours  of  labor  of  all  kinds 
in  the  average  car  from  the  raw  material  to  finished  product,  this 
export  volume  represented  more  than  120,000,000  hours  of  American 
labor. 

A  rigid  30-hour  limitation  with  compensating  wage  inci-eases 
would  necessitate  an  excessive  increase  in  the  wholesale  price  of  an 
automobile.  When  the  foreign  duty,  usually  computed  on  an  ad 
valorem  basis  is  added,  it  would  result  in  an  absolutely  prohibited 
selling  price  abroad.  It  would  be  tantamount  to  a  self-imposed 
embargo  on  the  export  of  American  cars.  The  latter  compete 
largely  on  a  price  basis  in  foreign  markets.  Such  an  extraordinary 
increase  in  price  would  destroy  existing  marketing  differentials  and 
drive  the  business  in  all  nonproducing  territories  into  the  hands  of 
our  competitors  in  England,  Germany,  and  other  producing  countries. 

The  net  result  of  the  loss  of  these  export  markets,  so  carefully 
built  up  and  maintained  over  the  years,  will  be  the  loss  of  millions 
of  hours  of  work  to  American  workers. 

We  have  made  a  study  and  find  that  54  percent  of  this  great 
export  business  is  below  the  equator,  and  new  models  coming  on  in 
the  fall  would  give  that  54  percent  an  opportunity  of  getting  their 
new  models  in  their  particular  selling  season,  which  would  be  a  real 
advantage  to  us.  But  in  doing  that  we  must  recognize  the  fact  that 
a  good  many  people  in  America,  which  is  the  big  market,  don't  like 
to  buy  their  cars  in  the  wintertime.  They  are  going  to  buy  those 
cars  in  great  measure  in  the  spring.  So  as  I  say  it  will  raise  our 
costs,  and  in  raising  our  costs  we  would  not  be  able  to  sell,  because  we 
have  found  in  the  past  that  any  time  we  try  to  put  on  an  increase  the 
public  reacts  unfavorably  toward  it. 

To  summarize,  there  can  be  no  doubt  of  the  deep  concern  of  this 
industry,  with  its  half  million  employees  and  of  all  those  throughout 
the  country  whose  interests  are  identified  with  it,  in  the  great  changes 
in  existing  economic  relationships  which  are  proposed  in  the  measure 
before  you. 

I  have  tried  to  indicate  briefly  the  considerations  arising  out  of  the 
practicable  application  in  our  industry  as  we  see  them.  Any  meas- 
ure which  threatens,  even  with  the  best  of  intention,  to  put  the 
automobile  beyond  the  reach  of  the  average  American  citizen,  con- 
cerns not  only  the  industry  but  almost  every  man  and  woman  in  the 
country. 

I  hope  that  I  have  made  clear  to  you  the  practical  difficulties  in 
the  way  of  adjusting  this  industry  with  its  highly  fluctuating  de- 
mand to  a  rigid  limitation  of  hours,  of  the  substantial  costs  entailed, 
whether  compensating  wage  increases  are  adopted  or  not,  of  their 
probable  effect  in  the  increase  in  cost  of  the  product  which  is  likely 
to  result  in  reduction  in  sales  both  at  home  and  abroad  and,  conse- 
quently, in  employment  in  all  branches  of  the  industry.  We  hope 
that  you  will  recognize  that  recovery,  as  we  see  it,  is  well  under  way, 
that  the  automotive  industry  is  doing  its  full  share  to  hasten  the  day 
of  complete  recovery  and  full  employment  for  all. 

I  thank  the  committee  for  its  indulgence. 

Senator  Neely.  The  subcommittee  will  adjourn  until  2:30. 

(Whereupon,  at  12  noon,  a  recess  was  taken  until  2:30  p.  m.) 
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The  subcommittee  reconvened  at  the  expiration  of  the  recess, 
^ :  30  p.  m. 

Senator  Austin.  Mr.  Chairman,  before  we  start  taking  testimony, 
I  would  like  to  introduce  into  the  record  a  paper  read  by  Dr.  Victor 
Selden  Clark,  consultant  in  economics  of  the  Library  of  Congress, 
before  the  convention  of  American  Historical  Society,  held  in  Wash- 
ington, D.  C,  December  27-29, 1934,  on  "  Machines  and  Employment 
in  History." 

Senator  Neely.  Very  well. 

(The  paper  above  referred  to  is  copied  into  the  record  in  full  as 
follows :) 

MACHINES  AND  EMPLOYMENT  IN   HISTQEY 

Machines  and  Employment  in  History,  which  is  the  title  assigned  me  for 
brief  discussion,  begs  a  question  upon  which  neither  historians  nor  economists 
agree.  They  have  no  facts  that  prove  a  necessary  relation  between  the  two. 
Far  less  have  they  facts  that  measure  such  a  relation  if  it  exists. 

To  begin  with  definitions  we  may  assume  that  machinery  means  devices 
which  utilize  natural  forces  in  processes  of  production  that  may  be  performed 
with  hand  tools.  But  what  do  we  mean  by  employment?  Does  it  include 
only  workers  using  machines  to  make  things  or  to  perform  services?  Or  does 
it  embrace  also  workers  engaged  in  factory  supervision,  office  administration, 
merchandising,  financing,  and  numerous  other  vocations  accessory  to  physical 
production  which  have  grown  up  in  our  complex  industrial  system?  Is  it 
measured  by  the  fraction  of  the  population  engaged  in  gainful  occupations? 
Do  the  age  and  sex  of  workers  affect  these  measurements?  Who  are  the 
unemployed?  Do  they  include  equally  the  idle  rich  and  the  idle  poor?  These 
and  similar  qualifications  becloud  measures  of  contemporary  employment  even 
in  our  statistics-burdened  day.  They  are  hopeless  obstacles  to  such  measure- 
ments in  the  age  of  innocence,  before  statistics  came  into  the  world  to  reveal 
our  social  sins.  So  far  as  exact  conclusions  are  concerned,  therefore,  the 
theme  of  this  paper  lies  in  the  field  of  speculative  history. 

If  one  may  exercise  the  Yankee  privilege  of  guessing  in  default  of  facts,  I 
should  hazard  the  conjecture  that  the  idle  poor  were  relatively  more  numerous 
In  the  pre-machine  age  and  that  the  idle  rich  are  more  numerous  today.  To 
be  sure,  society  made  valiant  efforts  in  ancient  times  to  keep  its  forgotten  men 
employed  by  means  of  slavery,  serfdom,  and  peonage.  Yet  vagabonds  seem 
to  have  been  numerous  ip  the  ancient  world,  unemployed  crowded  the  tenements 
of  Rome,  church  fathers  denounced  the  idlers  who  sang  lewd  songs  in  the  city 
streets  of  the  decadent  empire,  and  mendicants  thronged  the  portals  of  medi- 
eval monasteries.  Problems  of  poverty  and  idleness  were  a  frequent  theme 
of  the  pioneer  economic  and  social  writers  of  the  fifteenth  and  sixteenth  cen- 
turies. Even  the  idyllic  Peru  of  the  Incas  was  compelled  to  make  provision 
for  a  pauper  class.  And  on  the  eve  of  independence  a  Spanish  visitor  in  South 
America  was  disheartened  to  discover  so  many  i)eople  unemployed  and  was 
shocked  to  find  that  nothing  was  more  common  than  to  see  hands  extended  to 
beg  a  piece  of  bread  in  the  very  regions  that  produced  ample  crops.  An  argu- 
ment advanced  for  founding  the  British  colonies  in  America  was  that  they 
would  draw  off  the  indigent  population  of  overcrowded  English  towns.  In  the 
colonies  themselves  crises  of  unemployment  taxed  the  charitable  resources  of 
the  infant  municipalities  of  Boston,  New  York,  and  Philadelphia. 

Poverty  and  enforced  or  habitual  idleness  are  therefore  an  ancient  evil. 
They  are  not  peculiar  to  what  we  call  our  industrial  system.  We  do  not 
know  positively  whether  that  evil  has  been  aggravated  or  the  reverse  by  the 
advent  of  machines. 

England,  whose  population  was  affected  as  much  as  that  of  any  other  nation 
by  the  adoption  of  power  machinery,  affords  no  conclusive  evidence  as  to  its 
infiuence  upon  employment.  During  the  depression  following  the  Napoleonic 
Wars  her  poor  rates,  which  included  unemployment  relief,  were  very  high; 
but  after  1840,  although  industrial  exjjansion  was  as  rapid  as  in  the  period 
that  preceded,  the  number  receiving  public  aid  and  Government  expenditures 
for  the  support  of  the  indigent  declined.    Within  a  single  generation,  moreover. 
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persons  paying  taxes  on  incomes  of  less  than  $1,000  per  annum,  who  presum- 
ably included  many  members  of  the  working  classes,  more  than  trebled.  So  far 
as  history  speaks  upon  the  question,  it  is  to  indicate  that  in  Great  Britain 
the  industrial  changes  of  the  nineteenth  century,  regardless  of  their  effect  on 
the  relative  number  of  employed  and  unemployed,  bettered  the  condition  of 
the  working  people. 

If  we  narrow  our  consideration  to  the  strictly  mechanical  aspects  of  those 
industrial  changes  we  find  that  the  assumption  that  machinery  tends  to 
displace  more  labor  than  it  absorbs  is  an  old  one.  In  1836,  half  a  century 
after  the  beginning  of  the  industrial  revolution,  a  British  writer  summed  up 
the  technocratic  opinion  of  his  time  substantially  as  follows : 

Machinery  is  adopted  because  it  enables  one  worker  to  produce  as  much 
as  several  workers  produced  before.  Therefore  it  will  throw  men  out  of 
employment  unless  it  lowers  the  price  of  goods  until  the  added  market  for 
them  creates  a  new  demand  for  labor  as  great  or  greater  than  previously 
existed.  This  second  result  had  happened  hitherto  in  Great  Britain  and 
would  continue  to  hold  true  as  long  as  that  country  largely  monopolized  manu- 
facturing by  the  new  methods.  He  predicted,  however,  that  Britain  could  not 
retain  her  monopoly  and  that  therefore  through  "the  cheapening  of  labor 
the  time  must  come  when  its  value  will  be  so  small  as  to  make  it  nearly 
worthless  to  the  possessor." 

Fortunately  for  Great  Britain  and  the  world,  labor  was  not  thus 
cheapened.  In  fact,  the  reverse  occurred.  Sir  William  Beveridge, 
who  writes  with  authority  on  this  subject,  says  in  a  recent  book : 

The  very  common  criticism  of  the  existing  industrial  order  which  places 
the  root  cause  of  unemployment  in  the  supersession  of  men  by  ma- 
chines *  *  *  is  not  consistent  with  the  certain  fact  of  a  rising  reward  to 
labor.  If,  by  the  progress  of  industrial  invention,  labor  generally,  not  labor 
in  particular  forms,  were  being  rendered  superfluous  and  a  drug  on  the  market, 
then  its  price  should  be  falling.  In  fact,  its  price  is  rising,  and  rising  while 
that  of  most  other  things  falls  or  rises  at  least  less  rapidly. 

This  opinion  was  supported  by  both  the  majority  and  the  minority 
reports  of  a  Royal  Commission  on  the  Poor  Laws  and  Relief  of 
Distress,  which  devoted  5  years  just  before  the  World  War  to  mves- 
tigating  this  and  related  problems.  Although  the  members  of  this 
commission  recognized  that  labor  is  sometimes  displaced  by  ma- 
chinery, they  concluded  from  exhaustive  evidence  that  this  dis- 
placement is  a  relatively  unimportant  cause  of  unemployment.  As 
one  large  employer  stated  in  his  evidence: 

You,  generally  speaking,  find  if  you  spend  5,000  pounds  on  labor-saving 
appliances  that  you  pay  more  money  on  wages  afterward  than  you  ever  paid 
before. 

In  speaking  of  "  cranes,  elevators,  steam  diggers ",  and  similar 
devices  which  replace  the  ruder  forms  of  manual  labor,  the  com- 
missioners asserted: 

When  the  naive  statement  is  made  that  if  there  had  not  been  this  machinery 
human  labor  would  be  employed  doing  its  work,  there  need  be  no  hesitation 
as  to  the  reply.  Independently  of  the  fact  that  much  machinery — perhaps 
the  bulk  of  it — is  doing  what  man  never  did  and  never  could  do,  and  that  in 
many  directions,  such  as  puddling,  recent  inventions  have  dispensed  with 
severe  manual  toil  and  also  with  physical  strain  which  attended  many  proc- 
esses, the  suflScient  answer  surely  is  that  if  it  had  not  been  for  the  machinery 
and  the  possibilities  of  existence  it  brought,  there  would  not  have  been  any-, 
thing  like  the  present  population  to  employ. 

Elsewhere  the  commissioners  discussed  the  point  made  75  years  earlier  by 
an  author  already  quoted,  to  the  effect  that  machinery  by  reducing  costs 
extends  the  market  for  products  so  that  the  amount  of  labor  required  to 
satisfy  the  expanded  demand  is  as  great  or  greater  than  before  machinery 
was  introduced.  Admitting  that  there  were  exceptions  to  this  rule — for 
example  "  no  amount  of  cheapening  prices  would  much  increase  the  demand 
for  wooden  legs  " — they  concluded  that  "  great  employers  in  many  cases  do 
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not  diminish  the  labor  they  employ  even  temporarily  "  and  that  it  is  a  general 
experience  that  "they  increase  it  permanently."  Commenting  further,  they 
stressed  the  fact  that  if  any  commodity  costs  less  than  before  on  account  ol 
the  introduction  of  machinery,  the  consumer  who  buys  it  has  more  m  hia 
pocket  to  spend  for  other  things  and  thus  stimulates  the  demand  for  laboi 
in  the  industries  producing  them.  Experience  shows  that  in  growing  com« 
munities  wants  normally  multiply  rapidly  and  add  to  the  call  for  workers, 
not  only  to  supply  goods  for  direct  consumption  but  also  to  produce  the  ma* 
chinery,  and  materials  to  operate  the  machinery,  with  which  these  goods 
are  manufactured.  Furthermore,  this  augmentation  of  commodities  and  me- 
chanical equipment  calls  for  subsidiary  labor  employed  in  transport  and 
distribution.     Therefore  the  commission  concluded: 

The  supply  and  demand  of  commodities  are  the  same  thing  looked  at  from 
two  sides;  this  being  so,  every  increase  of  goods  is  an  increase  of  demand  for 
goods,  and,  consequently,  for  the  labor  which  makes  them. 

This  opinion  is  confirmed  in  a  recent  review  of  this  question  which  appeared 
in  the  London  Economist  last  April  and  American  statistics  to  show  that : 

Although  the  output  per  worker  has  in  general  risen,  it  is  quite  a  mistake 
to  suppose  that  increasing?  production  has  been  coincident  with  decreasing 
employment.  When  production  has  been  increasing,  employment  also  has 
increased.  When  employment  has  decreased,  production  has  decreased.  This 
has  been  true  not  only  of  the  production  of  all  goods  and  services  but  even 
of  industrial  production. 

If  I  have  dwelt  hitlierto  upon  British  rather  than  American  experience 
it  is  because  machinery  has  influenced  economic  life  longer  and  perhaps  more 
radically  in  that  country  than  in  our  own.  Moreover,  such  evidence  as  we 
possess  indicates  that  its  effect  upon  production  and  employment  has  been 
about  the  same  in  England  as  in  the  United  States. 

A  century  ago  it  was  estimated  that  150  thousand  operatives  in  British 
spinning  mills  made  as  much  yarn  as  could  have  been  spun  by  40  million 
workers  5  decades  earlier.  Nearly  40  years  ago  the  United  States  Department 
of  Labor  presented  statistics  to  show  that  the  average  farmer  with  improved 
machinery  raised  about  25  times  as  much  grain  as  did  his  father  or  grand- 
father, and  that  mechanical  improvements  had  multiplied  per  capita  output 
in  different  branches  of  manufacture  from  ten  to  two-hundred  fold.  During 
the  past  30  years,  as  the  technocrats  have  abundantly  told  us,  production  per 
worker  has  advanced  far  beyond  these  earlier  computations. 

Between  1920  and  1930  the  number  of  persons  gainfully  employed  in  the 
United  States  increased  about  17  percent,  despite  the  fact  that  industry  was 
probably  mechanized  more  rapidly  during  these  10  years  than  in  any  other 
decade  of  our  history.  Furthennore,  statistics  show  that  in  highly  mechanized 
industries  like  the  manufacture  of  boots  and  shoes  the  number  of  workers 
engaged,  as  well  as  the  average  earnings  of  each  worker,  increases  more 
rapidly  than  the  number  of  people  in  the  country.  Likewise,  since  the  advent 
of  th©>  motor  car  the  number  of  persons  employed  in  the  United  States  making 
and  operating  road  vehicles  and  their  adjuncts  has  multiplied  more  than  twice 
as  fast  as  the  population.  Indeed,  the  rule  that  old  industries  enlarge  their 
field  of  employment  under  the  stimulus  of  mechanical  improvements,  and  that 
new  industries  use  more  labor  than  the  obsolete  predecessors  which  they 
supplant,  is  very  general. 

Although  machinery  may  not  lessen  the  total  number  of  workers  employed 
nor  lower  their  remuneration,  it  may  create  new  kinds  of  unemployment  which 
did  not  previously  exist.  Before  considering  these  we  must  exclude  two  ancient 
causes  of  hardship  among  the  working  people — cyclical  and  seasonal  unemploy- 
ment. Trade  cycles  are  not  peculiar  to  the  industrial  age.  Whether  they  have 
been  aggravated  by  machinery  is  debatable.  We  do  know,  however,  that  they 
beset  the  world  with  trouble  long  before  the  rise  of  modern  industry.  Three 
marked  periods  of  depression  are  recorded  in  our  ow^n  colonial  history,  none 
of  which  was  associated  with  machinery.  The  first  occurred  in  New  England 
about  1640,  when  immigration  from  the  mother  country  ceased,  prices  of  land 
and  produce  fell  precipitately,  and  the  settlers  were  reduced  to  acute  distress. 
About  half  a  century  later  a  second  depression  spread  over  the  Colonies.  Fish- 
ing, fur  trading,  and  shipbuilding  declined  in  the  North  and  tobacco  cropg 
remained  unsold  or  brought  ruinously  low  prices  in  the  South.  Again,  about 
the  middle  of  the  eighteenth  century,  severe  droughts,  a  collapse  of  paper-money 
inflation,  and  wars  in  both  America  and  Europe  brought  business  to  a  stand- 
still.    Such  was  the  general  poverty  that  58  towns  in  New  England  were  unable 
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to  send  representatives  to  the  provincial  legislature.  Farmers  petitioned  for 
a  remission  of  taxe^,  and  colonial  ports  were  thronged  with  id  e  Si.  fi.her 
men  and  mechanics  Machinery  had  little  or  nothing  to  do  w?th  tile  hard 
times  foHowing  our  M^ar  of  1812,  ^^•hen  the  number  of  workerremDloved  in 
Xen^'^AL''':!^f^%'''  PMladelphla  fell  within  3  year^  by  mo^ tha^  ^l 
percent.     And    today,    if   we    dismiss   inspirational    economics    for   nprlp^frinn 

n.n.t'i'"'''  '°  "^^  ■"'"*  ""^  ''™""«^  »'"'•  '"''«'••    Technical  prorrSrsiSes   nan! 

^ss  1rLZHv"nor'ti:iliT  ""'"/^  "5^  caprices  inten-uKS  attiv  t  es 
less  rreqiientlj  now  than  formerly.  This  is  notably  true  of  transnortation 
and  construction.  Indeed,  contemporary  studies  show  that  as  a  iSle  the  morP 
Th^JJlf^Tn"^'^  industries  operate  most  evenly  throughout  t^ey^r 
Theretore  the  presumption  is  that  jobs  in  general  are  not  a  fun^L  of 
machinery.  Specific  jobs,  however,  are  profoundly  affected  by  it  This  br  n^ 
us  to  the  question  of  technological  unemployment  ^ 

remuLSuon'L/?a^ol.  ^  nfn3  '^^"^^^  usually*  affects  the  distribution  and 

lemuneration  of  labor.    During  the  century  following  the  discovery  of  Amorino 
though  not  solely  for  that  reason,  the  population  of  Spain  shiftkl  towa^-d  the 
seacoast.      Simultaneously    inland    manufa<-turing    towns    decavrd     and    thei? 
inhabitants  were  thrown  out  of  work.     Since  the  World  Wareconomtes  In  the 
Shh""^  """^u  ^'"^.."^"^  competition   of  oil  fuel   have  causerunen.XM 
British  colliery  districts.     Both  of  these  regional  depressions  we^-edu^^^^^^^ 
discoveries  but  to  discoveries  of  a  very  different  kind  ^  ^    "^"^ 

tion  hTv?  nn";  ^.u.^^  ^^^''^  science,  invention,  and  modem  economic  organizn- 

moved    Xtr??s^o"n'^^  ""^^^^  ^"^^"^  ^"^  ^^ey  ha?e  also 

r^^lf  c.»!  i     to  new  regions,   transferred   manufacturing  from   neighbor- 

^?^LtT  ^''^  r*"^  *^.  ^''^^^  establishments,   systematized  hours  of  wwk 
simplified  manual  operations,  and  changed  the  proportion  of  the  nonnlition 
supplying,  respectively,  food,  raw  materials,  produU^goods,  ^msum^\s  g^^^^^^^^ 
and  services     Moreover,  these  forces  act  upon  society  with  accelerated  r a Sv' 
No  wonder  that  thinking  people  view  their  possible  effects  wit  fam^^^^^^ 

Every  form  of  progress  has  its  victims.     New  processes  and  machines  soi^- 
hrfSrf  ^^  semiskilled  female  operatives  to  do  work  prev  ously  SoS 
by  skilled  male  labor,  and  thus  cause  temi>orarv  or  permanent  uneSyment 
among  the  latter  class  although  the  total  number  engageS^irthe  mdustrv  mav 
be  larger  than  before     This  happened,  for  example,  when  the  A^eHcan  svsTem 
of  watchmaking'  with  automatic  machinery  was  established^  Walthami^ 
the  middle  of  the  last  century.     Centralization  of  production  in  large  e?tab 
ishments  frequently  forces  the  abandonment  of  local  plants    therebf  deorlv" 
mg  workers  where  these  are  situated  of  their  usual  ways  of  earidng  a  HWng 
Thus  the  decline  of  many  of  our  small  towns  dates  from  the  disappfa?ance  of 
village    woolen    mills,    wagon    shops,    and    similar    neighborhood    enteXises 
Again,  kinds  of  skill  acquired   by  long  apprenticeship  and   pr^Tctice  may   be 
rendered  valueless  to  their  possessors  by  the  invention  of  a  new  m^^chine 
Glass   blowers   represent   an    unfortunate   group   of  this   kind    who   have  not* 
like  the  early  watchmakers,  been   replaced   by  a  larger  class  of  less  skilled 
operatives.     Even  if  workers  who  lose  their  'jobs  fof  such  reasons'as   the!^ 
ultimately  find  fresh  employment  in  new  vocations  it  is  often  at  loweV  wages 
and  after  a  trying  period  of  idleness.  ^ 

inw'Tf''*^'*'  ^"f^  displacements  occur  on  a  larger  scale  than  is  suggested  by 
illustrations  taken  from  a  single  branch  of  production.  Notwithstamling  the 
lSo'^.nd"lQqo'''th;?  employment  that  occurred  in  the  Unite<l  States  between 
1920  and  1930  the  relative  number  of  workers  engaged  in  airriculture  -ind 
in  manufacturing  declined.  That  decrease  was  morf  than  com^Sed  hnw^^ 
ever,  by  a  rapid  rise  in  the  proportion  of  the  gainfully  employed  supplying 
personal  and  professional  services.    As  one  writer  puts  it—  >^  ^"PPi^ng 

The  decline  of  employment  in  the  mechanized  industries,  on  the  railroads 
in  mining  and  agriculture,  must  be  set  off  against  increases  in  the  number  of 
actors,  teachers,  barbers,  cleaning-,  dyeing-,  and  pressing-shop  workers,  to  men- 
tion but  a  few  of  the  growing  occupations  ♦  ♦  •.  This  past  develonment 
is  one  which  is  likely  to  continue.  First,  there  was  a  decline  in  the  numbers 
required  to  produce  the  Nation's  food;  we  shall  soon  witness  a  decline  in  the 
numbers  required  to  man  the  Nation's  industries ;  and  It  will  be  the  service 
occupations  which  will  take  up  the  slack.  service 


Distrust  of  the  machine  may  be  instinctive  in  the  human  race. 
"  In  the  sweat  of  thy  face  shalt  thou  eat  bread  "  still  seems  to  some 
an  ethical  injunction.  We  need  have  no  fear,  however,  that  the 
human  race  will  ever  entirely  escape  that  beneficent  fate.  Machinery 
may  take  over  the  task  of  physical  production  even  beyond  the 
prophecies  of  those  who  threaten  us  with  a  disastrously  mechanized 
civilization.  But  our  wants  are  Protean.  In  all  likelihood  they  will 
continue  to  outstrip  the  possibilities  of  the  machine  in  the  future  as 
they  have  in  the  past,  and  our  hands  will  never  be  idle  for  lack  of 
useful  things  to  do. 

Senator  Neely.  General  Wood,  you  may  proceed  now  in  your 
own  way. 

STATEMENT  OF  ROBERT  E.  WOOD,  PRESIDENT  SEARS,  ROEBUCK 

&  CO.,  CHICAGO,  ILL. 

Mr.  Wood.  Mr.  Chairman,  I  want  it  understood  that  I  am  not 
appearing  for  anybody  or  any  business  organization,  and  the  views 
that  I  am  expressing  are  simply  my  own  personal  views  which  are 
based  on  a  business  that,  of  course,  is  done  with  the  farmer  in  the 
country  through  the  catalog  and  with  the  wage-earners  in  the  city 
through  the  stores.  As  far  as  my  own  business  is  concerned,  I  am 
perfectly  willing  to  take  my  chances  with  the  bill. 

Senator  Neely.  You  mean  so  far  as  Sears,  Roebuck  is  concerne<l  ? 

Mr.  Wood.  I  mean  our  employees.  I  mean  that  I  am  not  protest- 
ing against  any  increase  in  our  pay  rolls  that  may  be  caused  by  this 
bill.     If  the  other  fellow  has  to  have  it  I  am  on  an  equal  footing. 

I  also  want  to  say  that  I  have  been  very  sympathetic  to  every  phase 
of  the  new  legislation  that  has  come  up  in  the  last  year  and  a  half. 
I  never  opposed  any  of  it.  Some  of  it  I  have  been  disposed  to  ques- 
tion, but  I  felt  that  we  were  in  a  position  where  we  ought  to  try 
almost  everything.  This  is  the  only  piece  of  legislation  in  connec- 
tion with  the  so-called  "  new  deal "  that  I  feel  very  strongly  is  an 
economic  mistake. 

I  have  seen  in  the  last  year  and  a  half,  for  instance,  the  farm 
prices  of  the  country  gradually  moving  up,  and  today  for  the  first 
time  in  5  years  we  have  the  index  for  the  products  of  the  farm  and 
the  manufactured  products  just  about  the  same.  In  my  opinion, 
that  is  going  to  lead  to  a  great  deal  more  farm  buying. 

Now,  if  through  the  effects  of  this  bill  you  are  going  to  get  any 
sudden,  sharp  increase  in  manufacturing  costs,  you  are  going  to  put 
the  farmer  right  back  where  he  was;  you  are  going  to  stop  his  buy- 
ing. I  believe  buying  starts  with  the  primary  purchaser.  It  does 
not  start  from  the  city  back  to  the  country ;  it  starts  from  the  country 
up  to  the  city.  That  is  what  we  have  all  lost  sight  of  for  the  last 
20  years. 

You  are  going  to  stop  what  we  have  accomplished  so  far,  and  I 
think  we  accomplished  a  great  deal  when  we  got  the  farm  and  city 
prices  more  nearly  on  a  parity.  It  may  reach  States  in  which  agri- 
culture has  a  large  interest.  I  think  you  are  doing  something  to  kill 
it,  something  that  is  going  to  shock  the  country. 

In  the  long-term  view  I  think  that  perhaps  my  children  will  see 
a  30-hour  week;  just  as  we  came  down  from  59  to  50  and  from  50 
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to  48  and  from  48  to  40, 1  think  we  will  eventually  see  30.  We  may 
see  lower  than  that.  But  you  are  taking  a  terrible  risk  if  you  do 
this  now.  You  are  going  too  fast.  You  have  got  to  wait  until 
machine  production  is  better  than  it  is  today. 

You  are  not  affecting  that  statistical  abstract,  for  instance,  which 
shows  48,000,000  gainfully  employed.  There  are  not  certainly  ffoinff 
to  be  over  20,000,000  by  your  bill  that  will  get  this  30-hour  wee£ 
lou  have  first  got  to  eliminate  11,000,000  people  in  agriculture. 
Ihey  are  going  to  pay  for  it.  Then,  you  are  going  to  have  the  people 
in  trade.  I  mean  that  there  are  1,700,000  retail  dealers  who  will  not 
get  the  30-hour  week.  You  have  the  professions.  You  have  the 
school  teachers.  There  will  not  be  over  40  percent;  but  if  you  pass 
this  bill  for  a  30-hour  week  the  other  employees  are  going  to  pay 
for  them.    It  is  bound  to  increase  your  costs  materially. 

I  quite  agree  with  the  advocates  of  the  bill  that  when  you  say  you 
reduce  from  40  hours  to  30  hours  it  will  automatically  raise  your 
labor  costs  25  percent.  That  is  not  correct,  but  you  will  raise  them 
some ;  and  it  seems  to  me  that  our  present  object  is  to  get  manufac- 
tured goods  into  the  hands  of  the  people  at  as  low  a  cost  as  possible 
consistent  with  fair  wages.  That  is  just  what  we  are  beginning  to 
do,  and  I  think  you  will  see  the  results  of  it  very  soon.  I  think  you 
will  see  that  this  bill  will  cause  quite  an  economic  upset,  and  I  can 
see  every  time  the  relation  between  farm  and  city  gets  out  of  pro- 
portion how  your  farm  buying  drops  down,  and  that  throws  the 
factory  worker  out  of  employment. 

I  have  watched  the  advocates  of  the  bill  that  come  in  here  repre- 
senting labor,  and  I  have  no  quarrel  with  organized  labor ;  my  firm 
has  been  very  friendly  to  it;  but  most  of  those  leaders  are  from  the 
great  cities.  They  have  no  conception  of  the  rural  and  small-town 
population,  and  they  are  going  to  pay  the  cost  of  it  and  it  will  work 
right  back  to  the  factory  worker  himself. 

I  presume  you  gentlemen  have  been  deluged  with  economic  argu- 
ments by  various  people  who  come  here,  so  I  am  not  going  to  repeat 
any  of  it ;  but  I  do  know  that  if  you  get  that  parity  out  we  wiU  ffet 
into  trouble.  *        ^  & 

I  am  opposing  this  bill  not  from  the  standpomt  of  my  own  firm 
If  other  merchants  go  to  30  hours  I  can  go  to  30  hours  and  hold  my 

®^^  ??'.^^*^,^  ^^.  opposing  it  from  the  standpoint  of  the  citizens  and 
what  1  think  will  endanger  my  customers. 

That,  briefly,  was  what  I  wanted  to  say.  I  judge  from  the  array 
of  witnesses  who  have  come  here  that  you  have  heard  all  the  econo- 
mists and  the  economic  arguments  on  the  rise  in  costs. 

Senator  Neely.  General,  manifestly  you  are  a  man  of  unusual 
wisdom  and  experience.  We  shall  be  glad  to  hear  anvthinff  further 
that  you  wish  to  say. 

Mr.  Wood.  I  have  some  calculations  that  I  can  leave  with  the  com- 
mittee,  just  taking  the  various  common  articles  that  we  sell  through 
catalog  and  analyzing  the  effect.  The  increases  in  cost  based  on  in- 
creased efficiency  ran  all  the  way  from  11  to  20  percent.  I  know  the 
farmer  is  not  prepared  to  pay  it. 

Senator  Neely.  Do  you  wish  to  insert  that  statement  in  the  record  ? 
Mr.  Wood.  I  can  insert  it. 
Senator  Neely.  That  will  be  done. 
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(The  statement  referred  to  is  as  follows :) 

Supplementary  Statement  op  R.  E.  Wood,  President  of  Seabs,  Roebuck  &  Co. 

Mr.  Chairman.  I  want  to  say,  first,  that  I  do  not  oppose  shorter  hours  and 
hieher  wages  for  labor  whenever  and  wherever  they  can  be  justified,  it  nas 
been  our  history  for  the  past  hundred  years  that  hours  have  been  gradually 
shortened  and  Wages  gradually  raised.    I  believe  that  this  process  should  and 

^  Burhistory  also  shows  that  these  decreases  in  hours  and  increases  in  wages 
have  been  the  result  of  improved  machinery  and  management  which  have  made 
it  possible  for  a  worker  to  produce  more  in  the  shorter  working  day  than  he 
formerly  did  in  the  longer  working  day.  Furthermore,  history  shows  that 
these  reductions  in  hours  have  followed  the  advance  in  machine  efficiency  and 
have  not  preceded  them.  Labor  demanded  the  10-hour  day  for  30  years  before 
technical  advances  made  it  practicable  actually  to  adopt  the  10-hour  day.  ine 
same  was  true  of  the  adoption  of  the  8-hour  day.  ^  ^^  ^  ^,  .  .,  „n  v^„^ 
I  have  sometimes  been  asked  why  I  am  opposed  to  the  adoption  of  the  i5U-hour 
week  when  as  a  member  of  the  N.  R.  A.  Industrial  Advisory  Board  I  approved 
the  reduction  to  the  40-hour  week.  The  answer  is  very  simple.  There  was 
evidence  to  indicate  that  we  have  advanced  technologically  since  1929  to  the 
point  where  the  40-hour  week  is  practicable  to  produce  the  volume  of  goods 
needed  for  a  prosperous  condition  in  this  country,  but  the  evidence  is  clear  that 
the  30-hour  week  would  not  produce  the  required  or  desirable  volume  of  goods. 
I  believe  I  need  not  go  into  this  in  great  detail.  The  Brookings  Institution  has 
made  probably  the  best  studies  along  this  line,  and  their  figures  show  an  average 

work  week  of  51  hours  in  1929.  .  ,     ^v.    tt  -^  ^  a*-o*-«o 

With  only  slightly  more  than  our  normal  unemployment  in  the  United  States 
in  1929  it  required  an  average  of  51  hours  of  work  per  week  to  produce  the 
volume  of  goods  we  then  required.  We  may  make  a  small  reduction  from  this 
figure  to  allow  for  the  reduction  in  our  exports  since  1929,  although  in  the  long 
run  this  must  be  offset  by  a  reduction  in  imports.  Then  we  must  make  an 
allowance  for  increased  efficiency  of  machines  and  men  since  1929.  This  will 
vary  greatly  with  industries.  Certain  industries  (possibly  the  shoe  industry) 
have  been  able  to  speed  up  production  by  one  means  or  another  to  the  point 
where  they  may  be  ready  for  a  30-hour  week.  But  others  have  made  little 
progress.  Lack  of  money  to  buy  new  machinery,  or  even  to  maintain  old  equip- 
ment in  good  condition,  has  materially  lowered  efficiency  in  some  plants. 

One  point  that  needs  to  be  emphasized  in  this  connection  is  the  fact  that 
what  appears  to  be  increased  efficiency  is  in  so  many  cases  merely  the  speeding 
up  that  has  resulted  from  weeding  out  the  less  efficient  employees  when  some 
had  to  be  laid  ot£  or  discharged.  Some  highly  unionized  industries  were,  prior 
to  1929,  notorious  for  their  studied  restriction  of  production  by  each  worker. 
With  the  threat  of  discharge  before  them,  many  such  employees  have  found  it 
expedient  to  produce  nearer  to  their  capacity.  This  factor  may  account  in  part 
for  the  increased  production  in  the  shoe  industry  referred  to  above. 

Even  with  these  factors  in  operation,  however,  the  outside  figure  that  the 
Brookings  Institution  could  set  for  average  increased  efficiency  since  1929  was 
25  percent.     And  it  is  generally  admitted  that  this  figure  is  much  too  high. 

But  assuming  for  the  moment  that  the  25-percent  figure  is  correct  and  apply- 
ing this  to  the  51-hour  week  worked  in  1929,  we  find  that  it  would  take  at  least 
a  40-hour  week  to  produce  the  volume  of  goods  available  for  domestic  use  in 
1929 

So  the  N.  R.  A.  40-hour  week  is  justified,  but  the  30-hour  week  is  not.  Fur- 
thermore, the  reduction  in  hours  under  the  codes  is  elastic  and  can  be  made  to 
fit  the  industry,  while  to  write  a  30-hour  week  into  law  would  develop  a  highly 
inelastic  situation  that  would  be  difficult  to  fit  into  practical  use. 

Neither  is  there  any  reason  to  believe  that  reduction  from  the  present  8-hour 
day  for  5  days  per  week,  to  a  6-hour  day  for  5  days,  would  result  in  any 
material  increase  in  efficiency  by  the  individual  worker.  Considerable  in- 
crease in  personal  efficiency  did  result  when  the  12-hour  day  was  cut  to  10 
hours,  and  in  lesser  degree  when  the  10-hour  day  was  cut  to  8.  But  now  that 
we  are  on  the  basis  of  8  hours  for  only  5  days  per  week,  there  is  not  much 
reason  to  expect  further  increases  in  personal  efficiency  by  cutting  down  to 
6  hours. 
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To  reduce  to  the  30-hour  basis  at  this  time  could  mean  but  one  thing,  namely, 
A  reduction  in  the  total  amount  of  goods  which  we  all  have  to  divide  among 
us ;  that  is,  a  reduction  in  the  standard  of  living. 

What  the  worker  wants  now  is  not  more  leisure,  but  more  things.  And  more 
things  can  be  had  only  by  more  rather  than  less  production. 

As  a  practical  business  man,  a  merchant  who  comes  into  direct  and  intimate 
<Jontact  with  the  buying  public,  the  thing  that  gives  me  the  greatest  concern 
in  this  30-hour-week  proiK>sal,  is  the  practical  certainty  that  it  would  result  in 
a  tremendous  buyers'  strike.  This  would,  of  course,  be  followed  by  a  closing 
of  factories  and  the  discharge  of  employees.  In  my  opinion,  the  net  effect  of 
adopting  the  Black  bill  would  be  that  within  6  months  we  would  find  fewer 
people  at  work  than  today. 

The  statements  of  a  prominent  labor  leader  before  this  committee  to  the 
effect  that  the  adoption  of  tlie  30-hour  week  would  raise  prices  only  3  to  3V> 
percent,  despite  the  33%  i)ercent  theoretical  rise  in  labor  costs  involved  in  mosi 
industries,  will  hardly  be  taken  seriously  by  this  committee,  I  trust.  Other 
data  in  that  same  statement  completely  refute  that  assertion.  This  very  serious 
^rror  results  from  the  fact  that  they  have  inadvertently  computed  the  increased 
labor  cost  on  only  one  step  in  the  process  of  transforming  the  raw  material 
into  the  finished  product  sold  and  delivered  to  a  point  where  the  consumer  can 
use  it. 

A  finished  product  such  as  a  house,  for  instance,  is  nearly  all  labor,  with  the 
exception  of  interest,  taxes,  and  depreciation  on  the  machines  used  in  produc- 
ing it,  and  whatever  profits  may  be  involved  in  the  various  stages  of  trans- 
forming the  standing  trees,  the  iron  ore,  the  clay,  and  the  other  raw  material 
into  the  finished  product.  It  has  been  estimated  that  labor  alone  will  account 
for  80  percent  of  the  cost  of  a  completed  house.  Applying  a  33% -percent  in- 
crease in  labor  costs  would,  therefore,  mean  something  like  a  25-percent  in- 
crease in  the  final  cost  of  the  house  to  the  purchaser.  The  increase  might 
even  be  greater  than  that  because  of  the  pyramiding  of  one  increase  on  another, 
although  this  tendency  might  be  offset  by  some  absorption  of  increased  costs 
by  manufacturers. 

I  have  had  our  research  department  look  into  this  matter  of  increased  costs 
that  would  result  from  the  adoption  of  the  30-hour  week.  We  have  made  some 
studies  on  goods  which  we  ourselves  manufacture  and  have  also  obtained  data 
from  manufacturers  from  whom  we  buy.  The  data  from  manufacturers  show 
three  general  subdivisions  of  increased  costs,  namely,  (a)  increases  in  prices 
of  raw  materials,  (6)  increased  labor  costs  in  the  factory,  and  (c)  increased 
overhead. 

These  figures  do  not  show  the  full  picture  because  they  do  not  include  in- 
creased transportation  and  selling  costs.  Neither  do  they  include  increases 
in  the  costs  of  machinery,  factory  buildings,  and  other  capital  goods.  These 
latter  would  not,  however,  increase  suddenly,  so  may  be  omitted  for  present 
purposes.  Some  of  these  increases  (not  including  increased  selling  costs)  ran 
as  follows: 

Percent 

Boys'  w^ool  suits  ^ 20.8 

Men's  wool  suits 2l!  6 

Men's  wool  pants 22^  5 

Men's  overalls 16.  o 

Men's   cotton   shirts ^ I 20. 1 

Men's    shoes __2 1-II1"L11  15.  5 

Low-priced  bedroom   set 13.  7 

Electric  washing  machines 17.  5 

I  am  filing  with  the  committee  the  more  detailed  data  as  to  how  these 
increases  are  calculated. 

Our  transportation  department  calculates  that  under  the  proposed  30-hour 
law%  costs  of  truck  transportation  would  be  increased  by  40  to  50  percent  in 
the  larger  towns  and  35  to  40  percent  in  the  medium-sized  towns. 

It  seems  perfectly  evident  to  us,  based  on  our  rather  wide  merchandising 
experience,  that  a  sudden  increase  of  15  to  20  percent  in  the  selling  prices  of 
consumer  goods  would  result  in  a  revolt  on  the  part  of  buyers  and  a  very- 
material  falling  off  in  purchases.  We  have  seen  numerous  instances  within 
the  past  2  years  where  prices  of  an  article  have  risen  so  fast  as  to  run  Into 

1  Woolen  mills  are  on  a  40-hour  basis,  while  clothing  manufacturers  are  on  a  36-hour 
•basis. 


a  buyers'  strike.  This  was  true  in  cotton  goods  last  year.  It  was  true  of 
automobiles  in  the  early  months  of  1934,  and  it  has  been  true  with  numerous 
other  specific  items  of  merchandise.  In  such  cases,  prices  have  had  to  be  forced 
down,  even  to  the  no-profit  level,  before  goods  could  again  be  moved  in  volume. 
In  our  own  case,  selling  largely  to  farmers,  villagers,  and  workingnien, 
there  would  be  no  increase  in  income  with  which  to  buy  these  higher-priced 
goods.  Farmers  certainly  would  have  no  more  money  to  spend  because  of  the 
30-hour  law.  On  the  contrary,  the  parity  between  agricultural  prices  an;l 
city  prices,  which  the  Government  has  been  striving  so  hard  during  the  past  2 
years  to  reestablish,  would  again  be  thrown  out  of  balance  and  the  inter- 
change of  goods  disrupted.  Villagers  w^ho  depend  mainly  upon  the  farmer 
for  their  income  would  have  less  money  to  spend  (if  more  of  the  farmer's' 
dollar  must  go  to  the  cities  to  pay  for  goods  and  services) .  Even  those  work- 
men now  employed  would  have  no  more  money  in  their  weekly  pay  envelops 
with  which  to  buy  gootls.  All  these  large  classes  of  consumers  would  simply 
have  to  buy  less — whether  they  go  on  a  buyers'  strike  or  not — ^for  the  simple 
reason  that  they  would  have  no  more  money  to  spend  yet  would  have  to  pay 
from  15  to  25  percent  more  for  each  article  purchased. 

This  would  mean  fewer  units  of  goods  sold,  therefore  fewer  manufactured, 
therefore  many  employees  discharged. 

It  is  doubtful,  therefore,  whether  the  adoption  of  the  30-hour  week  would 
actually  reemploy  many  persons.  Certainly  it  would  not  go  very  far  toward 
absorbing  the  present  7  million  or  so  whom  we  must  ultimately  reemploy.  The 
truth  of  this  statement  is  more  clearly  evident  when  we  consider  that  the 
bulk  of  present  unemployment  is  in  the  durable  or  capital  goo<ls  industries 
which  certainly  would  not  be  stimulated  or  helped  by  the  inevitable  increases 
In  prices  incident  to  this  proposed  legislation. 

It  is  my  belief  that  recovery  to  be  real  must  be  expressed  in  terms  of 
increased  production  and  distribution  of  goods  and  services.  Furthermore, 
renewed  prosperity  must  start  with  the  basic  producer,  particularly  the  farmer. 
Dr.  Louis  H.  Bean,  economist  of  the  Agricultural  Adjustment  Administration, 
urges  a  restoration  of  industrial  production  "  at  least  in  line  with  the  relatively 
higher  level  of  agricultural  production  and  the  restoration  of  agricultural 
prices  in  line  with  industrial  prices."  Only  in  this  way,  he  stated  in  a  public 
address  on  January  31,  1935,  "can  we  achieve  a  balance  which  in  the  long 
run  will  mean  an  increase  in  real  wages  to  workers  and  an  increase  in  the 
purchasing  power  of  farmers."  The  adoption  of  the  30-hour  week  would 
operate  in  exactly  the  opposite  direction. 

Against  all  these  overwhelming  disadvantages  of  the  plan,  what  possible 
benefits  could  result? 

The  only  benefits  claimed  by  its  proponents  are  that  it  would  put  people  to 
work,  take  them  off  the  tax-supported  relief  rolls,  and  increase  buying  power. 
Let  us  examine  these  claims  briefly.  Since  those  persons  now  employed 
would  get  no  increase  in  their  weekly  pay  envelops  but  would  suffer  an  actual 
cut  in  real  wages  to  whatever  extent  prices  are  increased,  the  only  persons 
who  could  benefit  would  be  the  newly  employed  who,  as  we  have  already 
pointed  out,  would  probably  be  very  few  in  number.  Even  on  the  rash  assump- 
tion that  enough  workers  would  be  absorbed  by  industry  and  business  to 
keep  up  our  present  rate  of  production  and  distribution — ^say,  by  absorbing  3 
or  4  million  workers  not  now  employed — we  as  a  nation  would  still  have  no 
increase  in  buying  power  as  compared  with  today.  All  the  increased  buying 
power  of  these  3  or  4  million  workers  would  be  much  more  than  offset  by 
the  decreased  buying  power  of  all  the  rest  of  the  population,  including  workers, 
farmers,  white-collar  men  and  investors. 

All  that  could  possibly  be  accomplished  by  this  plan,  even  taking  the  most 
optimistic  view,  would  be  to  transfer  a  few  million  workers  from  the  tax- 
supported  relief  rolls  and  place  them  on  the  backs  of  the  rest  of  the  popula- 
tion through  the  medium  of  requiring  everyone  to  pay  higher  prices  for  goods, 
out  of  the  same  income  as  before,  and  therefore  each  consuming  less  goods. 

Taking  the  less  optimistic,  but  more  practical  view,  this  plan  would  probably 
precipitate  a  buyers'  strike  within  a  few  months,  cause  increased  unemploy- 
ment, destroy  confidence,  and  throw  us  back  into  the  depths  of  depression. 

This  plan  would  rob  us  of  the  chance  we  now  appear  to  have  of  working 
our  way  back  to  prosperity  through  increasing  production.  Business  is  on  the 
upgrade,  confidence  is  returning,  and  there  is  every  reason  to  expect  gradual 
reabsorption  of  workers,  increased  production  of  goods,  and  a  greater  total 
income  to  be  divided  among  us  all. 
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It  would  be  tragic  to  inject  this  new  element  of  uncertainty,  this  block  against 
Increased  production,  just  when  business  men  are  beginning  tu  feel  that  they 
can  see  the  natural  and  safe  way  out.  sue    luui  luey 

Senator  Hatch.  Your  belief,  General  Wood,  is  that  if  agriculture 
can  be  restored  to  where  it  has  a  purchasing  power  thev  will  put  that 
money  m  circulation?  j  f 

Mr.  Wood.  Yes. 

Senator  Hatch.  And  industry  will  be  benefited  by  restoration 
of  purchasing  power? 

Mr.  Wood.  Absolutely.  I  can  see  a  practical  example  of  that. 
What  happened  m  the  spring  and  summer  of  1933  when  we  went 
ott  gold  i  The  manufacturers  raised  their  prices  to  merchants  and 
their  margins.  The  merchants  raised  their  prices  by  the  price  the 
manufacturers  asked  them,  and  they  raised  their  margins.  The 
result  was  that  m  the  spring  of  1934  the  price  of  manufactured 
goods  got  ahead  of  the  consumers'  purchasing  power.  The  manu- 
facturer began  to  drop  his  prices  last  summer.  The  merchant  fol- 
lowed suit  the  latter  part  of  the  fall  of  1934.  The  result  is  that 
though  raw  materials  have  risen,  the  prices  of  the  finished  goods  are 
lower  this  spring  than  they  were  a  year  ago,  and  your  buying  is 
beginning  the  moment  those  prices  are  dropped,  your  sales  begin  to 
go  up,  and  that  means  more  production  and  more  employment. 

Senator  Hatch.  You  do  not  believe  in  the  theory  that  lower  prices 
for  f arni  products  and  lower  wages  to  laborers  furnish  a  certain  way 
out  of  the  depression?  "^ 

Mr.  Wood.  I  certainly  do  not. 
Senator  Hatch.  I  do  not  either. 

Mr  Wood.  I  do  not,  and  mind  you,  I  am  not  quarreling  with  the 
reduction  of  hours.  I  am  saying  that  perhaps  you  might  reduce 
hours  from  40  to  38  m  certain  highly  mechanized  industries. 

^  or  instance,  we  operate  paint  plants.  The  labor  cost  of  a  dollar's 
worth  of  paint  is  only  8  percent.  We  could  reduce  from  40  to  30 
hours  m  a  paint  plant  and  it  would  not  make  any  particular  differ- 
ence. On  the  other  hand,  it  would  increase  the  price  of  paint,  sav, 
2  cents  on  the  dollar.  It  would  put  very  few  people  to  work  because 
there  are  very  few  people  m  a  paint  plant. 

But  this  is  cumulative,  of  course.  It  goes  back  to  raw  materials. 
However,  as  I  see  it,  out  of  these  48  million,  11  million  are  in 
agriculture.  I  have  thumbed  over  this  statistical  abstract  table. 
You  have  your  11  million  m  agriculture.  Mind  you,  that  includes 
the  foremen  and  owners  and  a  lot  of  people  who  will  not  go  on  a 
30-hour  week.  You  have  6  million  in  trade  of  whom  1,6007000  are 
proprietors.  You  have  your  school  teachers  and  your  professional 
men  You  cannot  possibly  apply  a  30-hour  week  to  over  20  million 
rT^:  '^^f  ^1^^  ^^^^'*  ^^  million  would  be  working  longer  hours, 
and  ^at  includes  these  11  million  farmers  who  are  going  to  pav  for 
it.  You  will  get  out  of  balance  again,  and  when  you  are  out  of 
balance  you  stop  the  wheels. 

If  you  will  permit  me  to  say  so,  I  think  this  bill  is  a  serious  eco- 
nomic  mistake,  and  I  want  to  say  that  it  is  the  first  kick  I  have 
registered  on  any  law  that  the  last  Congress,  or  this  Congress, 
passed.  I  simply  refused  to  protest  or  view  with  alarm.  I  have 
been  perfectly  willing  to  go  along  with  the  whole  thing  and  see  how 
It  worked  out,  and  I  have  not  been  alarmed;  but  this  one  bill  I  am 


afraid  of,  and  I  certainly  hope  that  unless  it  is  very  much  modified 
you  will  not  make  the  leap  that  this  bill  proposes,  as  I  think  it  is 
going  to  block  your  gain. 

Senator  Neely.  Is  Mr.  Hough  present?  If  he  is  not,  Mr.  Dietz, 
we  will  hear  you.    You  may  proceed  for  15  minutes. 

STATEMENT   OF   CARL  F.   DIETZ,   REPRESENTING   THE   WHEAT 

FLOUR  MILLING  INDUSTRY 

Mr.  DiEiz.  In  presenting  this  statement,  I  represent  the  wheat 
flour  milling  industry  and  am  authorized  by  the  president  of  the 
Millers'  National  Federation,  to  appear  before  the  Judiciary  sub- 
committee of  the  United  States  Senate. 

The  flour  milling  industry  is  a  24  hour  per  day  operation.  Be 
cause  of  the  necessity  of  mechanization  its  employment  is  not  large 
as  industries  go,  but  did  employ,  prior  to  the  code,  approximately 
i  21,000,  of  which  number  about  17,000  were  employed  in  the  mills 
and  elevators.  The  production  per  employee  is  naturally  made 
higher  in  the  larger  and  more  mechanically  developed  units  than  in 
the  smaller  mills,  although  the  latter  represent  by  far  the  greater 
number. 

Operating  schedules  are  quite  varied  and  while  some  plants  with 
relatively  limited  capacity  due  to  their  respective  trade  positions 
are  able  to  run  5,  6,  and  even  7  days  per  week,  many  others  rarely 
ever  arrive  at  a  full  week's  operation.  In  practically  all  plants 
there  is  a  wide  discrepancy  during  the  crop  year  between  weekly 
operations  due  to  seasonal  requirements,  frequently  varying  by 
several  days  out  of  a  week's  run. 

The  great  marginal  capacity  available  results  in  the  milling  in- 
dustry operating  at  just  about  50  percent  of  its  actual  capacity 
spread  over  the  year.  There  are  times  when  the  operations  are  sub- 
stantially under  50  percent  and  other  times  when  the  peak  demand 
is  on  the  average  may  run  as  high  as  upwards  of  70  percent.  Some 
of  the  units  of  the  industry  rarely  operate  even  at  50  percent,  while 
^      others  have  a  substantially  higher  average  running  time. 

Prior  to  P.  R.  A.  very  few  units  in  the  industry  followed  an  at- 
tempted operating  schedule  of  less  than  48  hours  per  week,  while 
large  numbers  of  them  operated  54,  60,  66,  72,  and  even  longer 
hours.  Among  the  smaller  units  it  is  not  an  uncommon  practice  to 
operate  during  daylight  hours  only.  This  is,  however,  not  the  best 
practice,  since  the  starting  and  stopping  invariably  throws  off  the 
quality  of  flour  and  requires  a  certain  amount  of  rehandling  of  the 
first  run  when  the  next  operation  begins. 

The  industry  has  suffered  from  grievous  decline  in  per  capita  con- 
sumption in  the  United  States  as  well  as  a  very  heavy  loss  in  its 
exp>ort  business.  As  testified  to  at  the  time  of  the  code  hearing  a 
year  ago,  the  average  consumption  per  capita  in  the  United  States 
during  the  crop  year  1910-11  was  1.067  barrels,  which  in  the  crop 
year  1931-32  fell  to  0.84  barrel.  Based  on  our  present  population, 
this  alone  amounts  to  approximately  28,000,000  barrels  less  than 
the  milling  industry  would  be  producing  if  the  per  capita  consump- 
tion of  20  years  ago  were  maintained.  In  terms  of  wheat,  this  per 
capita  shrinkage  in  consumption  amounts  upwards  of  125,000,000 
bushels. 
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A  further  serious  shrinkage  has  taken  place  in  export  business. 
From  a  normal  annual  report  of  approximately  12,000,000  barrels  20 
years  ago,  this  has  now  dropped  to  5,000,000  or  less,  due  to  the  dif- 
ferences between  the  domestic  and  world  wheat  price  and  higher 
milling  costs. 

The  reasons  for  the  shrinkage  in  the  per  capita  consumption  are 
manifold.  First,  quicker  and  better  transportation  of  fresh  vege- 
tables from  distant  areas  into  urban  centers  and  such  products  not 
dependent  upon  industrial  labor.  Second,  the  aggressive  introduc- 
tion of  a  variety  of  package  and  canned  goods.  Third,  greater 
diversion  in  everyday  life  claiming  the  housewife's  attention  and 
interest  toward  and  in  other  activities  than  bread  baking,  and  lim- 
ited facilites  in  the  modern  urban  home.  Fourth,  the  effect  of 
slenderizing  in  the  female  population.  Fifth,  ill-conceived  propa- 
ganda against  white  flour.  Sixth,  lack  of  united  effort  by  the  in- 
dustry toward  maintenance  of  promotional  activities.  Seventh, 
advent  of  the  processing  tax. 

With  the  introduction  of  shorter  hours  under  the  P.  R.  A.  a 
sharp  increase  in  employment  took  place  and  which  was  further 
somewhat  augmented  by  the  more  substantial  enforcement  influ- 
ence under  the  code. 

The  average  labor  cost  for  the  industry  as  nearly  as  can  be  esti- 
mated under  P.  R.  A.  was  increased  from  4  to  5  cents  per  barrel, 
or  from  20  to  25  percent  average,  which  for  the  industry  means 
approximately  $5,000,000.  With  the  full  effects  of  the  code  provi- 
sions this  increase  will  be  somewhat  greater.  The  substantially 
lesser  production  adds,  of  course,  other  burdens  as  well. 

Because  of  the  operation  being  a  continuous  one  and  large  vol- 
umes of  material  handled  per  unit  of  time,  the  actual  labor  cost 
in  the  production  of  a  barrel  of  flour  is  relatively  small — however, 
it  represents  a  very  substantial  proportion  of  the  total  expense  in- 
volved (exclusive  of  the  cost  of  wheat  and  taxes)  in  the  grinding 
of  the  requisite  amount  of  wheat  for  the  production  of  such  barrel 
of  flour.  For  the  crop  year  1933-34  the  average  cost  on  some 
CO  million  barrels  of  flour  for  power,  elevator,  and  mill  labor  was 
approximately  20  percent.  There  is,  however,  a  considerable  dis- 
parity  between  mills  of  small  production  as  compared  with  those 
of  large  production,  ranging  in  those  mills  producing  less  than 
50,000  barrels  annually  from  nearly  30  cents  down  to  and  from  17 
to  18  cents  in  those  producing  upward  of  1.600,000  barrels. 

This  is  perhaps  a  direct  evidence  of  the  relative  degree  of  mech- 
anization between  small  units  and  large  units  and  a  perfectly  loo-i- 
cal  expectation,  in  view  of  the  need  of  a  relativelv  greater  degree 
of  mechanization  in  units  handling  large  quantities.  A  flour  mill 
either  runs  or  does  not  run.  All  machinery  is  synchronized  each 
piece  of  apparatus  taking  its  stream  from  some  other  machine  ahead 
of  it.  Stoppage  of  any  one  operating  machine  clogs  the  whole  sys- 
tem. The  number  of  men  to  be  carried  on  a  pay  roll  represents 
that  number  of  men  required  to  operate  the  plant  as  a  whole  and 
is  not  subject  to  variation  due  to  dropping  certain  machine  tenders 
here  and  there  according  to  the  volume  of  business  handled 

By  far  most  of  the  output  of  the  milling  industry  goes  into  inter- 
state commerce,  although  there  are  a  number  of  units  of  purely 


local  character,  some  merely  grinding  the  nearby  farmers'  wheat 
mostly  on  an  exchange  basis,  and  unless  situated  on  or  near  a  State 
line  can  be  said  to  be  purely  intrastate  operations. 

The  distribution  of  milling  units  in  the  United  States  is  repre- 
sented by  the  blueprint  attached,  and  although  no  complete  since 
only  1,509  mills  are  shown  (many  of  which  are  not  now  operating), 
it  is  confined  to  those  whose  output  was  more  than  2,500  barrels 
in  1932.  There  are  upward  of  2,000  additional  units  operating  on 
a  very  small  scale  and  only  during  a  small  portion  of  the  time 
considered  noncommercial. 

The  map  shows  many  mills  located  at  or  near  State  lines  and 
^vhich  do  interstate  business — however,  they  are  locally  in  competi- 
tion with  nearby  mills  who  would  not  be  affected  by  this  measure  and 
would,  therefore,  in  such  areas  be  wholly  incapable  of  competing. 

Under  the  code  with  its  40-hour  standard  week  for  medium  and 
large  mills,  the  reduction  in  average  hours  worked  by  mill  employees 
was  so  substantial  as  to  require  a  very  considerable  increase  in  the 
k  number  of  employees.  It  must  further  be  pointed  out  that  because 
of  the  nature  of  the  product  the  reduction  in  employees  during  the 
depression  period  was  relatively  moderate  as  compared  to  other  in- 
dustries which  suffered  a  far  greater  loss  of  output. 

Since  code  administration  was  undertaken,  analvsis  of  observance 
of  code  requirements  has  been  going  forward  with  the  result  that 
preliminary  figures  indicate  a  far  greater  increase  in  employment 
since  June  15,  1933,  than  was  anticipated.  While  the  following 
figures  are  by  no  means  complete,  it  may  be  assumed  that  they  repre- 
sent a  fair  cross  section  of  the  industry  as  a  whole. 

According  to  the  code  there  are  three  classifications  of  mills : 

A.  Mills  with  a  24-hour  capacity  of  300  barrels  or  more. 

B.  Less  than  300  barrels,  but  more  than  three  workers  including 
owner  operators. 

C.  All  mills  operated  by  less  than  three  such  workers. 
The  C  class  mills,  of  which  there  are  upward  of  1,500,  were  not 

seriously  affected  because  in  the  majority  of  instances  they  are  op- 
erated by  the  owners  themselves. 

The  investigation  referred  to  above  indicates  from  data  im- 
mediately at  hand  in  five  milling  regions  as  follows  for  the  A  and 
B  class  mills. 

On  June  17,  1933,  266  of  these  companies  had  5,588  employees  in 
mills  and  elevators  which  have  increased  under  the  code  to  6,895,  or 
23  percent.  Likewise,  office  employees  in  208  mills  increased  from 
1,104  to  1,199,  or  9  percent. 

Accurate  figures  with  respect  to  hourly  wage  rates  are  not  yet 
available.  However,  these  have  very  sharply  increased,  particularly 
m  the  mills  other  than  in  the  large  northern  urban  centers  where 
the  rates  already  were  substantially  higher  than  code  minima,  and 
ev^  in  the  latter,  increases  of  no  small  moment  have  taken  place. 

The  industry  has  quite  generally  reduced  its  operating  time  per 
worker  by  upwards  of  20  percent  and  has  attempted  to  accommodate 
itself  to  a  difficult  operating  schedule  because  of  the  reduction  ia 
weekly  hours,  especially  in  those  centers  where  operating  time  haa 
been  on  a  longer  weekly  basis. 

Senator  Neely.  How  much  of  that  increase  has  the  mill  passed  to 
the  consumer? 
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Mr.  DiETZ.  I  doubt  whether  any  of  it  was  passed  on  to  the  con- 
sumers. The  competitive  situation  is  greater  than  it  has  ever  been  in 
25  years,  and  the  conversions  realized  are  of  an  appealing  character. 
It  is  a  question  whether  any  of  it  could  be  passed  on  under  those 
circumstances. 

Senator  Neely.  Are  the  mills  which  are  doing  an  interstate  busi- 
ness owned  by  a  large  number  of  different  concerns,  or  are  they 
subsidiaries  of  two  or  three  large  companies  ? 

Mr.  DiETz.  By  far  the  large  majority  of  them  are  individually 
owned  concerns.  There  are  4  or  5  large  chain  companies  that  have 
from  6  to  12  mills. 

The  industry  has  quite  generally  reduced  its  operating  time  per 
worker  by  upwards  of  20  percent  and  has  attempted  to  accommodate 
itself  to  a  difficult  operating  schedule  because  of  the  reduction  in 
weekly  hours,  especially  in  those  centers  where  operating  time  has 
been  on  a  longer  weekly  basis. 

In  almost  all  localities  many  units  are  standing  idle.  Also  there 
have  been  sharp  reductions  in  available  capacity  by  actual  scrapping. 
It  is  estimated  that  in  the  last  6  years  6  major  companies  scrapped 
roughly  44,000  barrels  per  day  capacity. 

Employees  in  this  industry  are  now  finding  it  impossible  to  obtain 
their  full  year's  quota  of  work  of  2,184  hours  for  the  reason  that 
the  irregularity  of  operations  of  necessity  yields  a  number  of  weeks 
per  year  when  the  full  weekly  permissible  number  of  hours  are  not 
available  to  them,  and  thus  far  there  is  no  provision  whereby  the 
workers  can  make  up  such  time  during  subsequent  weeks  when 
the  mill  in  question  has  the  opportunity  of  giving  them  such  time. 

A  reduction  to  30  hours  maximum  per  week  would  make  it  utterly 
impossible  in  this  industry  for  the  operatives  to  actually  get  their 
1,560  hours,  and  it  would  probably  mean  an  average  work  week  of 
25  hours  or  less  instead  of  30. 

Typical  examples  of  irregular  operations  are  shown  by  the  record 
of  a  few  mills  picked  at  random: 
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Annual  operation  in 

percent  of  capacity 

Crop  year 

Averi^e 

High 

Low 

Crop  year 

Average 

High 

Low 

1932-33 

74.9 

70.8 

60 

61.6 

72.3 

91.3 

84.9 

67 

68.6 

91 

61.3 
64.9 
35.6 
39.6 
63.2 

1931-32 

79.9 
69.8 
73.6 
69.3 
66.6 

97 

98.7 
100 
94 
98 

66.9 
36.1 
47.8 

1931-32 

1932-33 

1932-33 

1931-32 

1931-32 

1932-33 

1932-33 

1932-32 

61 
29 

From  this  can  be  realized  the  great  fluctuation  in  working  hours 
per  week  available  to  the  mill  crew  at  different  periods  of  the  year. 

Furthermore,  there  are  instances  where  the  seasonal  demand  re- 
quires 7-day  operations-— particularly  true  at  deep-water  mills  largely 
dependent  upon  ship  loading.  Any  restriction  as  to  running  time 
would  be  disastrous  and  it  is  utterly  impossible  to  keep  a  mill  crew 
sitting  by  idly  much  of  the  time,  awaiting  such  periodic  runs,  even 
if  skilled  operators  were  available.  Milling  is  still  largely  an  art 
requiring  many  years  of  training  and  in  each  case  intimate  knowl- 
edge of  the  mill  in  question,  its  flow  arrangement,  and  standards  of 
quality. 


Many  milling  companies  depend  largely  upon  the  purchase  of  grain 
from  the  fanner.  The  latter's  hours  are  not  and  cannot  be  regu- 
lated—he brings  in  his  wheat  when  convenient.  The  movement  is 
seasonal  and  usually  for  2  to  3  months,  or  thereabouts,  almost  un- 
limited service  is  necessary.  The  rest  of  the  year  the  elevator  men, 
while  on  the  job,  have  no  really  arduous  tasks.  It  would  be  impos- 
sible to  find  men  in  these  small  communities  with  knowledge  of 
wheat,  grades,  values,  and  binning  for  a  few  weeks'  work  in  the 
year. 

Also,  maintenance  men  and  mechanics  could  not  be  increased  with- 
out  altogether  undue  burdens.  Such  men  must  be  familiar  with  the 
plant  and  available  at  any  and  all  times  to  keep  the  plant  in  condi- 
tion to  operate. 

Senator  Austin.  Is  that  due  to  harvesting  time  ? 

Mr.  DiETz.  Yes;  and  due  to  dislocations  in  the  wheat  area  this 
year.  That  immediately  affects  the  prices  and  it  affects  the  purchases 
related  to  those  particular  areas.  It  varies  very  widely  and  verv 
uncertainly.  We  have  no  way  of  prognosticating  what  the  trouble 
is.  There  are  instances  where  our  seasonal  demand  is  for  a  T-day 
operation,  and  that  is  particularly  true  in  mills  located  at  deep  water 
where  they  have  coastwise  shipment.  Any  restriction  as  to  running 
time  in  a  case  of  that  sort  would,  of  course,  be  disastrous.  If  we  had 
a  30-hour  week  and  a  6-hour  day  a  man  would  be  permitted  to  operate 
5  days.  That  mill  is  called  upon  to  operate  for  6  and  7  days.  It 
would  have  no  way  of  operating.  It  cannot  carry  a  stand-by  crew 
in  order  to  have  it  jump  in  and  operate  the  sixth  day.  They  do  not 
know  the  standards  of  the  plant.  The  operation  of  a  plant  is  more  or 
less  an  art.  It  would  mean  that  the  milling  operation  could  not  be 
conducted  on  anything  like  an  efficient  basis. 

We  find  also  that  the  switching  from  shift  to  shift  causes  a  good 
deal  of  difficulty.  The  man  coming  on  has  to  overlap  with  the  man 
going  off  a  shift,  and  he  has  to  know  what  has  been  going  on  from 
his  immediate  predecessor  on  the  shift.  It  causes  confusion  and 
losses. 

Hundreds  of  mills  also  depend  upon  the  purchase  of  their  grain 
directly  from  the  farmer.  The  farmer  brings  his  grain  into  a  mill 
when  it  IS  convenient  for  him  to  do  so,  either  very  early  in  the  moin- 
Jng  or  late  in  the  evening,  or  sometimes  it  happens  that  it  is  con- 
venient lor  him  to  do  so  during  the  middle  of  the  day  because  his 
other  chores  on  the  farm  make  it  convenient  for  him  to  brin^  the 
grain  it  at  that  time.  ^ 

We  must  have  at  every  one  of  these  stations  a  skilled  grain  man 
and  elevator  operators.  It  is  not  only  a  question  of  taking  wheat  in 
and  off  the  wagon.  He  has  to  know  wheat,  he  has  to  be  able  to 
grade  it,  and  he  has  to  know  what  the  current  value  is  so  far  as 
tnat  particular  market  is  concerned.  We  just  cannot  find  men  in 
inese  small  communities.  That  pressure  only  lasts  about  2  or  3 
months  in  the  year.     The  rest  of  the  time  those  men  have  an  easy 

It-  u  xu^^^-^  .r.^^^^  ^^  ^^  *^^'*^  *^  s^^^'^  ^h^  farming  communitv  in 
^vlllch  the  mills  are  located.  Any  limitation  on  time  is  utterly 
im  Possible.  -^ 

u  1  ^^  ^^.r  ^H^  ^^^  question  of  mechanics.  No  two  mills  are  exactly 
aiiKe,  although  they  are  patterned  pretty  much  on  the  same  general 
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principles  in  arranging  their  flow.  However,  the  mechanics  must 
know  that  particular  plant.  It  is  very  complicated,  and  unless 
they  do  know  the  plant  they  cannot  do  their  work.  So  we  could 
not  keep  excess  mechanics  around  there  to  take  care  of  these  repair 
and  maintenance  operations  in  order  to  keep  the  plant  going  when 
half  the  crew  would  be  idle  at  least  half  or  two-thirds  of  the  time. 

Senator  Austin.  Is  there  any  hazard  of  human  life  in  the  ware- 
housing of  wheat? 

Mr.  DiETz.  No;  we  do  not  regard  it  so.  It  is  probably  an  average 
hazardous  occupation.  When  we  were  called  upon  to  make  a  state- 
ment as  to  the  hazardous  occupation  of  a  flour  mill  we  could  not 
make  up  our  minds  that  any  of  them  were. 

Senator  Austin.  There  are  some  explosions? 

Mr.  Dietz.  Yes;  and  we  are  taking  the  best  possible  care  to  remove 
dust  from  the  mills  and  elevators  in  order  to  do  away  with  the 
explosion  hazard,  and  I  think  the  record  is  showing  up  pretty  well. 
They  are  not  as  frequent  as  they  used  to  be. 

In  a  24-hour  continuous  operation  of  this  character  a  30-hour  week 
is  utterly  impractical  since  the  shifts  cannot  be  arranged  in  such 
manner  as  to  give  each  employee  a  full  work  week.    It  is  obviously 
impossible  to  carry  along  a  standby  crew  to  be  called  upon  when 
as,  and  if  required.  ' 

On  a  5-day  running  basis  and  6  hours  per  shift  an  alternate  crew 
or  a  second  crew  to  man  the  mill  during  the  peak  periods  requiring 
a  6-  and  7-day  operation,  would  have  much  idle  time  besides  many 
weeks  in  the  year  with  no  work  at  all.  If  a  4-  or  5-hour  shift  were 
adopted  and  the  average  running  time  in  most  mills  not  over  4  or  5 
days  a  week,  it  would  reduce  the  earning  period  per  worker  to  a 
matter  of  20  or  24  hours,  the  burden  of  which  would  be  untenable 
from  the  standpoint  of  increased  cost,  poor  efficiency,  and  general 
dissatisfaction  on  the  part  of  the  workers. 

There  is  no  way  whereby  uniformity  of  operations  can  be  secured. 
The  business  is  more  or  less  subject  to  peaks  and  valleys  because  of 
the  characteristics  inherent  to  it.  and  flexibility  is  an  absolute  essen- 
tial. The  increased  burden  that  any  such  program  as  the  30-hour  ^ 
week,  even  if  it  were  applicable,  would  add,  which  on  the  straight 
arithmetical  calculation  would  be  331/3  percent  alone,  goes  far  beyond 
economic  possibilities  for  the  industry  to  absorb.  Many  mills  already 
on  the  ragged  edge  would  be  forced  to  close.  Further  curtailment 
m  the  use  of  its  products  with  repercussions  upon  the  grower  of 
wheat  would  be  inevitable. 

Export  business,  such  as  it  is,  would  have  the  final  seal  of  doom 
set  upon  it.  Small  mills  which  already  are  having  a  very  difficult 
time  to  maintain  themselves  would  probably  shut  down  by  the  hun- 
dred. Mechanization  by  those  who  could  survive,  to  even  iar  greater 
extent  than  anything  yet  attempted  would  of  necessity  take  a  tre- 
mendous stride.  Such  would  be  forced  by  competitive  conditions 
not  only  withm  the  industry  itself  but  because  of  other  food  prod- 
ucts competition,  and  influenced  by  an  attempt  to  hold  as  much  of 
the  export  business  as  possible. 

Now,  take  our  Buffalo  situation,  or  the  Pacific  Northwest,  Tacoma 
and  Seattle,  and  on  the  Gulf  coast,  where  we  do  have  7  possible 
operating  days  in  the  week.  On  a  6-hour  basis  they  would  be  lim- 
ited to  5  days  in  the  week  definitely.    The  only  thing  we  could  do 


would  be  to  cut  to  a  4-hour  shift.  In  shifting  from  one  shift  to 
another  so  many  times  a  day  it  would  cause  confusion  in  the  mill. 
We  are  grinding  to  specifications  all  the  time,  and  it  is  just  a  thor- 
oughly impossible  situation. 

Then,  if  we  have  to  work  on  Saturdays  and  Sundays  there  would 
be  no  crew  to  operate.  Their  time  would  be  used  up,  and  the  mill 
stays  there  idle  with  boats  standing  at  the  piers  and  collecting 
demurrage. 

As  I  say,  under  those  circumstances  the  average  of  the  operating 
week  would  probably  not  exceed  24  or  25  hours. 

Senator  Austin.  If  you  went  onto  a  4-hour  shift,  what  difference 
would  there  be  in  the  wage  cost  ? 

Mr.  Dietz.  If  we  went  on  a  4-hour  shift  from  an  8-hour  shift 
it  would  be  100  percent 

Senator  Austin.  That  is,  this  bill  would  require  you  to  pay  as 
much  for  4  hours  as  for  8  hours  ? 

Mr.  Dietz.  Yes;  or  for  8  hours.  Of  course,  an  8-hour  mill  has 
to  go  to  a  6-hour  shift.  It  probably  never  could  afford  to  go  to  a 
4-hour  shift. 

Senator  Neely.  How  many  hours  now  constitute  a  week  in  your 
industry  ? 

Mr.  Dietz.  Per  worker? 

Senator  Neely.  Yes. 

Mr.  Dietz.  We  are  trying  to  work  to  a  40-hour  week,  but  the  men 
are  averaging  more  nearlv  32  to  35  hours.  The  export  business, 
as  I  have  already  indicated,  is  very  much  shrunken,  and  any  further 
burden  on  the  milling  industry  would  just  about  seal  its  doom. 
There  is  no  way  we  know  of  that  we  can  possibly  hope  to  compete 
with  Canada  and  Australia  if  we  have  any  further  burdens  put 
upon  us. 

Senator  Austin.  Do  you  mean  in  our  markets  ? 

Mr.  Dietz.  No;  in  foreign  markets. 

Senator  Austin.  What  would  be  its  effect  in  our  markets? 

Mr.  Dietz.  Unquestionably  the  consumption  of  flour  would  be 
immediately  affected  downward  at  a  more  accelerated  pace  than  we 
have  already  experienced.  I  do  not  think  there  is  any  doubt  about 
that. 

Senator  Neely.  What  part  of  the  output  of  the  mills  of  this  coun- 
try is  exported  ? 

Mr.  Dietz.  At  the  present  time  it  is  only  about  5  percent.  It  used 
to  be  12  to  14  percent. 

Labor  working  substantially  less  than  30  hours  per  week  could 
not  maintain  itself  even  at  an  adjusted  hourly  rate  which  is  already 
high  as  compared  to  other  industries  and  the  sharp  increase  required 
to  maintain  anything  like  a  satisfactory  standard  of  living  would  be 
utterly  impossible  of  adoption  without  disaster  to  the  industry  as 
a  whole.  '^ 

Ample  evidence  is  available  to  testify  to  the  fact  that  increased 
costs  have  not  been  and  probably  cannot  be  passed  on.  The  inter- 
industry competition,  as  well  as  the  competition  against  wheat  sub- 
stitutes is  far  too    manifold  and  aggressive. 

The  inevitable  result  of  reduced  consumption  would  increase  the 
number  and  use  of  wheat  substitutes  with  a  further  unhappy  effect 
upon  the  wheat  farmer  and  the  piling  up  of  greater  surpluses.    The 
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net  result  would  be  less  employment  rather  than  more  and  the  possi- 
bility of  a  miller  conducting  a  solvent  enterprise  very  mucE  placed 
in  jeopardy.  "^  f       ^ 

We  are  presenting  this  to  you  with  the  conviction,  that  after  hav- 
ing  studied  It  carefully,  the  application  of  a  30-hour  week  for  this 
industry  is  just  economically  absurd,  and  I  question  whether  one 
single  iota  of  it  could  be  passed  on  to  the  consumer.  The  competi- 
tion o±  other  types  of  substitute  food  products  is  so  intense,  with  a 
large  margmal  capacity  existing  in  this  industry,  that  an  attempt 
to  pass  that  on  would  l:>e  frustrated  almost  immediately 

Senator  Neely.  Mr.  Hough,  for  7  minutes  you  may  proceed  with- 
out  interruption.  ^ 

STATEMENT  OF  NORMAN  G.  HOUGH,  PRESIDENT  AND  GENERAL 
MANAGER  NATIONAL  LIME  ASSOCIATION,  WASHINGTON,  D.  C. 

Mr.  Hough.  The  National  Lime  Association  represents  the  lime 
industry  of  the  United  States.  Lime  manufacturing  is  a  basic  raw 
material  industry  supplying  lime  and  liming  materials  to  farmers 
for  use  upon  farm  land,  lime  for  construction,  as  well  as  various 
grades  of  lime  products  for  many  chemical  industries  in  which  lime 
is  used  as  a  reagent,  and  for  other  industrial  uses  for  which  lime  is 
a  raw  material. 

Lime  manufacturers  are  apparently  without  exception,  opposed 
to  any  Congressional  legislation  whicli  is  designed  to  impose  arbi- 
trarily a  30-hour  week  upon  industry.  The  present  proposals  con- 
tained in  b.  8i,  if  enacted  into  law,  will  force  many  small  lime  man- 
ufacturers to  suspend  operations ;  will  destroy  the  constructive  efforts 
ot  the  past  18  months  during  which  time  our  industry  has  been  co- 
operating with  the  Government  under  the  provisions  of  the  Na- 
tional Industrial  Recovery  Act;  and,  furthermore,  will  do  much 
harm  to  the  workers  whom  it  is  desifirned  to  benefit. 

The  lime  industry  is  composed  of  upwards  of  300  manufacturing 
plants  located  in  many  States  of  the  Union.  Under  normal  eco- 
nomic conditions,  the  annual  production  of  lime  products  is  ap- 
proximately 41/2  million  tons,  valued  at  about  40  million  dollare 
During  1933,  production  was  about  214  million  tons,  valued  at  ap- 
proximately 1414  million  dollars.  The  lime  industry  at  present  is 
operating  at  less  than  30  percent  of  its  productive  capacity 

The  lime  industry  provides  materials  for  both  durable  and  non- 
durable goods  industries.  Under  the  present  depressed  conditions  in 
the  construction  industry,  the  percentage  of  building  lime  has  be- 
come relatively  small,  amounting  to  only  231/2  per<ient  of  the  total 
in  1933.  In  that  year,  10.8  percent  was  sold  for  chemical  or  indus- 
trial purposes,  the  steel  industry,  paper  mills,  water  purification 
plants,  glass  works,  and  tanneries  being  the  principal  consumers  It 
is  apparent,  therefore,  that  the  prosperity  of  the  lime  industry 
depends  primarily  upon  conditions  within  the  construction  field 
and  to  a  secondary  degree,  to  conditions  within  the  several  chemical 
and  other  manufacturing  industries. 

Certain  other  features  of  the  industry  are  particularly  important 
in  connection  with  such  inflexible  and  arbitrary  provisions  as  the 
Black  30-hour  bill. 


First,  prior  to  the  National  Industrial  Recovery  Act,  many  lime 
plants  were  operating  upon  a  60-  to  70-hour  workweek,  with  mini- 
mum wages  in  the  South  similar  to  those  prevailing  among  other 
industries,  with  hourly  rates  usually  between  10  and  18  cents  per 
hour  for  unskilled  labor.  The  lime  code,  effective  October  13,  1933, 
established  a  maximum  workweek  of  40  hours,  and  a  minimum  wage 
rate  of  30  cents  an  hour,  which  has  proven  to  be  a  higher  minimum, 
by  the  way,  than  in  many  other  codes  in  southern  territory.  The 
operating  units,  particularly  through  the  South,  have  had  no  little 
difficulty  in  adjusting  themselves  to  what  obviously  was  a  drastic 
dislocation  brought  about  by  the  code,  and  it  is  apparent  that  any 
further  shock  pending  general  industrial  recovery  and  revival  in 
construction  must  inevitably  cause  many  casualties,  particularly 
among  the  smaller  manufacturers. 

Most  lime  plants  are  located  in  rural  communities.  Lime  kilns 
must  be  located  at  or  near  suitable  deposits  of  high-grade  limestone, 
1^  and,  therefore,  the  occurrence  of  limestone  deposits  has  been  the 
controlling  factor  in  the  location  of  the  individual  units  of  the  indus- 
try. Small  communities  have  grown  up  at  or  near  the  lime  plants, 
and  inasmuch  as  lime  production,  up  until  the  depression,  had  been 
fairly  constant  for  at  least  a  generation,  an  adequate  balance  had  been 
established  between  the  labor  demand  and  the  labor  supply.  Unem- 
ployment developed  during  the  depression,  but  the  industry  as  a 
whole  has  taken  up  much  of  this  slack  under  the  P.  R.  A.  and  the 
lime  code.  In  many  lime-manufacturing  communities  there  is  at 
present  no  surplus  of  skilled  labor  essential  for  lime  burning.  Fur- 
thermore, many  months,  if  not  years,  are  required  to  make  a  skilled 
lime  burner  out  of  a  green  recruit. 

Lime  burning  is  a  continuous  operation,  24  hours  a  day  and  7  days 
a  week.  In  such  continuous-burning  processes  the  6-hour  shift  is 
too  short  for  adequate  supervision  of  the  kilns,  and  members  of  our 
industry  state  that  where  four  shifts  come  on  during  the  24-hour 
period  the  quality  of  the  finished  product  generally  is  inferior  be- 
cause of  the  frequency  of  personnel  change  and  the  lack  of  responsi- 
bility on  the  part  of  any  particular  shift.  It  is  obvious  that  any 
continuous  operation  with  occasional  shut-downs  for  relining  of  kilns 
or  for  other  necessary  repairs,  and  periodic  lay-offs  for  lack  of  busi- 
ness must  necessarily  have  some  degree  of  flexibility  insofar  as  the 
hours  of  work  are  concerned.  Furthermore,  lime  is  a  perishable 
product,  not  amenable  to  storage.  To  limit  the  workweek  to  30 
hours  must  necessarily  penalize  workmen  who  are  unable  to  make 
up  during  active  periods  for  the  lack  of  earnings  during  slack  times, 
as  well  as  providing  much  real  grief  for  the  conscientious  operator 
who  suddenly  finds  that  he  must  run  his  plant  at  full  capacity  for 
a  brief  period,  and  yet  has  an  insufficient  labor  supply  to  stay  within 
a  30-hour  restriction.     In  such  case  he  must  simply  refuse  business. 

It  must  be  remembered  that  a  maximum  30-hour  week  does  not 
mean  that  employees  will  average  during  the  year  30  hours  for  each 
7-day  period.  A  30-hour  week  does  not  fit  a  continuous  operation 
such  as  lime  burning.  There  are  168  hours  in  a  week.  Five  em- 
ployees working  30  hours  leave  but  18  hours  for  the  sixth  man. 
In  practice  a  6-hour  day — 30-hour  week — would  mean  an  actual  work- 
week for  each  man  of  21  to  28  hours,  even  under  the  most  favorable 
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operating  conditions,  and  during  the  year  probably  would  be  even 
less  due  to  shut-down  periods. 

The  lime  industry  strongly  objected  to  the  original  30-hour  week 
bill  as  introduced  in  the  House  of  Representatives,  and  upon  which 
the  Committee  on  Labor  held  hearings  2  years  ago.  A  statement 
was  made  by  the  National  Lime  Association  on  May  1,  1933,  which 
cited  many  objections  to  a  rigid  6-hour  day  and  30-hour  week.  It 
was  pointed  out  that  such  a  law  was  not  practicable;  that  it  pro- 
vided no  protection  against  imports ;  that  it  discriminated  between 
interstate  and  intrastate  plants ;  and  that  the  results  of  such  a  law 
would  be  prejudicial  to  the  best  interests  of  labor. 

The  lime  industry,  however,  was  generally  in  accord  with  the  prin- 
ciples of  the  National  Industrial  Recovery  Act,  and  was  one  of  the 
first  of  the  mining  and  quarrying  industries  to  secure  a  code  of  fair 
competition  under  the  N.  R.  A. 

The  industry  today  wishes  to  repeat  its  objection  as  originally 
voiced,  and  to  point  out  specifically  why  it  objects  strenuously  to  the 
present  proposals. 

The  Black  bill  is  diametrically  opposed  to  the  principles  of  the 
National  Industrial  Recovery  Act,  and  would  destroy  the  N.  R.  A. 
By  this  proposed  measure,  present  labor  provisions  of  codes  ar^ 
mostly  eliminated  and  replaced  by  iron-clad  restrictions,  with  ex- 
emptions given  only  by  the  Secretary  of  Labor.  Remove  considera- 
tions for  labor  from  N.  R.  A.,  with  all  the  ramifications  which  lead 
to  and  support  unfair  trade  practices,  and  there  is  little  left.  The 
code  system  provides  a  proper  degree  of  flexibility  both  as  to  labor 
provisions  and  marketing  practices,  and  this  degree  of  flexibility  is  a 
necessity  if  the  mutual  objectives  of  Government,  labor,  and  indus- 
try are  to  be  consummated.  The  Black  bill  is  nearly  inflexible  as 
to  maximum  hours,  and  is  vague  as  to  minimum  wages.  It  gives  no 
practical  consideration  toward  individual  conditions  and  problems, 
differences  in  size,  location,  and  kind  of  products,  and  a  host  of  other 
factors  which  must  be  considered  when  formulating  rules  of  fair 
competition. 

The  Black  bill  is,  we  believe  finnly,  contrary  to  the  best  interests 
of  labor.  Imposition  of  a  maximum  30-hour  week  would  penalize 
thrift,  inevitably  would  lead  to  lower  weekly,  monthly,  and  annual 
income  of  workers,  and,  in  our  judgment,  would  create  a  great  deal 
of  unrest  and  opposition  among  the  employees  within  our  industry. 
The  better  type  of  workman  is  ambitious,  is  desirous  of  bettering 
himself,  and  the  economic  status  of  his  family,  and  generally  is  desir- 
ous of  getting  in  all  the  time  he  can  in  order  that  his  pay  check  may 
be  sufficient  not  only  to  cover  the  actual  needs  of  himself  and  his 
family,  but  to  provide  a  slight  surplus  for  luxuries.  This  spirit  of 
ambition  must  be  encouraged  if  we  are  to  maintain  opportunity  for 
those  w^ho  are  more  ambitious  than  others.  The  30-hour  bill  must 
inevitably  destroy  ambition  and  initiative. 

Further  objections  to  the  Black  bill  depend  upon  two  premises; 
first,  if  the  bill  can  be  enforced,  and  second,  if  the  bill  cannot  be  en- 
forced. We  believe  strongly  that  this  proposed  legislation  cannot 
be  enforced  short  of  a  military  dictatorship.  However,  providing 
that  compliance  were  possible,  the  Black  bill  would  ruin  many  small 


producers  who  are  without  financial  resources  to  carry  the  additional 
labor  cost.  This  additional  labor  cost  in  lime  products  would  be  at 
least  25  to  35  percent,  and  if  passed  on  to  buyers  in  the  form  of 
higher  prices,  would  retard  consumption,  thereby  adding  to  unem- 
ployment. Therefore,  not  only  would  the  small  producer  be  stricken, 
but  many  workers  would  be  thrown  out  of  employment,  and  in  those 
plants  that  were  able  either  to  pass  on  the  increase  in  cost  or  to  ab- 
sorb it,  the  weekly  income  of  employees  would  without  doubt  decline. 
These  results,  we  believe,  are  not  among  the  purposes  of  the  pro- 
posed legislation. 

If  this  legislation  becomes  law,  and  if,  as  we  firmly  believe,  the 
provisions  would  prove  to  be  unenforceable,  the  gains  of  the  past  18 
months  of  operation  under  codes  of  fair  competition  would  be  wiped 
out;  respect  for  the  code  system  would  vanish;  price  levels  would  be 
lowered  because  of  the  vicious  circle  of  price  cuts  and  cutthroat  com- 
petition which  would  be  resumed;  wages  throughout  the  country 
would  be  lowered ;  and,  in  short,  we  would  immediately  return  to  the 
deplorable  conditions  of  1932. 

While  it  might  be  possible  to  secure  some  degree  of  enforcement 
among  the  larger  industrial  centers  of  the  country,  it  is  not  seen  how 
such  a  law  could  be  enforced  in  small  communities  where  the  opera- 
tors themselves,  the  workmen,  and  the  community  at  large  were  defi- 
nitely hostile  to  such  arbitrary  restrictions. 

The  mechanism  for  compliance,  as  set  forth  in  the  Black  bill, 
is  pitifully  inadequate,  particularly  for  our  industry,  inasmuch  as 
a  relatively  small  percentage  of  current  production  is  sold  to  gov- 
ernmental agencies.  Few,  if  any,  lime  manufacturers  have  secured 
loans  from  any  governmental  agencies,  and  the  additional  penalties 
contained  in  the  proposed  bill  appear  quite  inadequate.  Such  pro- 
posed 30-hour  legislation  would  become  substantially  a  second  Vol- 
stead Act,  leading  to  chaos  and  confusion  among  industry,  and 
disrupting  all  orderly  and  logical  attempts  to  better  the  conditions 
of  employment. 

The  30-hour  week,  furthermore,  whether  enforceable  or  not,  would 
encourage  foreign  competition  unless  a  high  tariff  barrier  were 
erected,  and  unless  we  became  completely  isolated  with  no  com- 
mercial intercourse  with  foreign  countries  except  for  such  products 
as  were  not  produced  in  any  of  the  several  States. 

The  lime  industry,  therefore,  is  definitely  and  strongly  opposed 
to  the  present  proposed  legislation  designed  to  regulate  the  hours 
of  labor  to  a  6-hour  day  and  a  30-hour  week.  Members  of  our 
industry  believe  firmly  that  the  existing  machinery  of  the  N.  R.  A. 
is  the  only  practicable  means  by  which  wages  and  hours  of  work 
niay  be  regulated  either  by  industry  or  by  Government.  Such 
economic  adjustments  must  be  worked  out  carefully  and  slowly, 
and  time  must  be  given  to  absorb  the  shocks  of  major  dislocations. 
We  urge,  therefore,  that  Congress  give  thought  to  strengthening 
the  National  Industrial  Recovery  Act,  rather  than  to  enact  meas- 
ures which  would  stultify  and  destroy  the  structure  which  has  risen 
during  the  past  20  months  under  the  N.  I.  R.  A. 

Senator  Neely.  Mr.  Kolb,  we  will  hear  you  now. 
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classes.  *        "i(-ome  4i>  percent  which  was  shared  by  all 

mo^t^thStful  people  to  vie";  T^lth'sfH?"""^  ^""^  '=''"-«  o"*" 
realize  that  such  a  radical  TepartuTewfnTi'  ""^^'"gs,  for  they 
depression  and  in  normal  timerDrevenMn-q.^  i"'"' /^^  f'-om  the 

manufactured  products  reairirp/f!!^   industry  from  providing  the 
The  relation  of  the  30  hTf      f ""^  'lomestic  consumption.       ^ 

tered  during  ?he  leprtS  in'SersTyS*'  the  pro^s  encoun- 

1.  The  possible  alleviation  nfVJ.j-f^'  aspects,  such  as: 
attempt  to^reak  the  depSion      '  ''''*'"'^  ^*  '^'  unemployed  in  an 

permanent  i:rorgSnLlXmtri>"  ^T^i^  ^-^.^  ^or 
labor  by  shortening  the  hourT  of  S^^  w^-  u^^^^  **»«  dispiaced 
to  adjust  supply  and  demand  '"''''''  ""S^^^^s  attenipting 

actual  Ztpul%fgJodr^^d'^'"^P'"^"^''P»»-^  discloses  that  in  1929 
$665  per  capita  wiTapoTsilT'outrit'^'-fl.,''  i'""^"  dollars  "S? 
worth  of  goods  'or  servic^es  or  $800  ^  ^a^l  a    '  °^  '^  ^""°"  '^""''^ 

we^reiS%r:a1,rtlSS^^^^^^  ^^— >  -OO-^. 

had  occurred  in  the  previous  30  yafs     TLL^r"""*,: ""'  "^^'^  t^^" 
wage  earners  in  manufacturin»r  jnH.ff;.-  average  hours  per  week 

34  hours.    The  30-hour  weTwouidmel'  7?'^^  "  ^^^*  ^*«  "^out 
wage  earners  since  1929  of  40  percent  ""^  reduction  for 

It  is  evident  we  cannot  maintain  IQOO  u,    i     yr 
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fear  of  losing  one's  job  when  jobs  were  scarce  increased  only  25 
percent  between  1929  and  1934. 

This  gain  of  25  percent  in  productivity  will  be  sharply  reduced 
when  less  efficient  personnel  are  reemployed.  Further,  other  fields 
do  not  show  a  comparable  increase  in  man-hour  productivity  to  that 
shown  in  manufacturing  resulting  from  technological  improvements. 
The  average  increase  in  productivity  as  a  whole  appears  to  be  less 
than  10  percent. 

Therefore^  we  conclude  that  a  reduction  in  the  hours  of  work 
such  as  is  contemplated  would  inevitably  substantially  reduce  the 
volume  of  wealth  production  below  1929  levels.  The  average  Ameri- 
can workman  does  not  want  a  shorter  working  week;  in  fact,  most 
of  them  are  eager  to  work  more  hours  than  employers  could  supply, 
so  their  weekly  pay  check  would  be  adequate  for  family  needs.  On 
the  contrary,  we  should  emphasize  that  this  country  needs  more 
production  at  lower  prices  instead  of  less  at  higher  prices,  which 
would  be  the  certain  result  of  a  sharp  reduction  of  hours  without 
reduced  earnings. 

Under  this  proposal  it  may  appear  that  if  wage  rates  are  increased 
the  workers'  share  of  the  product  would  increase  and  profits  de- 
crease, but  increases  in  wage  rates  are  increases  in  costs  and  prices, 
which  affect  the  workers'  real  wage  far  more  than  it  affects  profit. 
Experience  under  N.  R.  A.  with  increased  wage  rates  and  shorter 
hours  does  not  support  the  assumption  that  the  masses  get  more  real 
proportion  of  the  wealth  produced  by  industry.  Therefore,  a  fur- 
ther drastic  cut  in  hours  and  increase  in  wages  would  be  followed 
by  increased  prices  of  manufactured  products  more  pronounced  than 
was  the  case  under  N.  R.  A.  codes.  Effects  upon  various  economic 
classes  indicate  the  workers'  real  wages  would  be  appreciably  re- 
duced by  the  rise  in  commodity  prices  which  would  compel  adoption 
of  a  lower  standard  of  living. 

This  30-hour  bill  prohibits  transportation  in  interstate  and  foreign 
commerce  of  any  goods  produced  by  persons  permitted  to  work  over 
5  days  in  any  week  or  more  than  6  hours  in  any  day.  These  labor 
standards  do  not  apply  to  imports  nor  are  the  products  of  any 
foreign  producers  required  to  meet  the  standards  of  this  bill,  thereby 
giving  nations  competing  in  American  domestic  and  foreign  markets 
a  very  unfair  advantage,  and  this  also  would  tend  to  materially 
increase  our  unemployment. 

If  the  30-hour  bill  was  applied  indiscriminately  to  employees 
working  43  hours  and  others  working  23  hours  it  would  obviously 
be  unfair  to  either  or  both  so  far  as  application  of  wage  rates  was 
involved. 

Our  30  million  farm  population  would  be  confronted  with  higher 
prices  for  all  commodities  purchased.  This  increase  in  the  disparity 
between  the  prices  of  manufactured  products  and  agricultural  prod- 
ucts would  seriously  affect  sales  of  manufactured  products  as  well 
as  the  farmer's  real  earnings  and  no  doubt  ultimately  would  increase 
our  unemployment  burden. 

Employment  in  industry  is  possible  only  as  their  products  can  be 
sold.  Goods  can  be  sold  only  on  the  basis  of  prices  that  create 
demand.  The  prices  of  products  are  based  on  costs,  both  direct  and 
indirect,  represented  by  labor  in  materials  and  supplies  used  in 
manufacture,  because  every  manufacturer  is  a  buyer,  fabricator,  and 
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seller.  The  manufacturer  must  indemnify  himself  for  these  higher 
costs  by  charging  higher  prices.  Present  costs  which  have  prevented 
sales  and  increased  unemployment  must  be  reduced  so  our  products 
and  prices  will  induce  buying. 

Summarizing  this  analysis  of  the  economic  effects  of  the  30-hour 
week  clearl}^  leads  to  the  conclusion  that  the  measure  would  not 
promote  national  welfare.  It  would  prove  detrimental  to  the  inter- 
ests of  labor  as  well  as  other  classes.  It  would  not  promote  recovery 
and  bids  well  to  intensify  the  depression. 

The  results  of  a  30-hour  week  with  no  increase  or  decrease  in 
production  of  manufacturing  industries  probably  would  produce  the 
following  results: 

For  the  unemployed  workers :  Restoration  to  employment  of  some 
of  their  number,  perhaps  20  percent  to  30  percent. 

For  the  employed  workers :  Reduced  hours,  increased  hourly  earn- 
ings. Stationary  money  income  per  week.  Increased  cost  of  living. 
Reduced  real  wage. 

For  the  manufacturers :  Smaller  output  per  man-hour.  Increased 
labor  cost  per  man-hour.  Larger  increase  in  labor  cost  per  unit  of 
product.    Reduced  sales. 

It  goes  without  saying  that  it  is  the  duty  of  the  Nation  to  prevent 
want  among  the  unemployed.  But  to  seek  this  end  by  a  compulsory 
reduction  of  the  hours  of  work,  which  would  freeze  the  possible 
volume  of  production  below  the  level  required  to  give  all  the  people 
the  abundance  they  desire,  is  as  short-sighted  as  it  is  lacking  in 
understanding. 

Therefore,  Mr.  Chairman  and  members  of  the  committee,  we  urge 
you  as  a  matter  of  promoting  national  and  individual  well-being 
to  report  this  bill  unfavorably. 

STATEMENT  OF  G.  W.  PARTRIDGE,  SECRETARY  ASSOCIATION  OF 
OPERATIVE  MILLERS,  BOARD  OF  TRADE  BUILDING,  KANSAS 
CITY,  MO. 

Mr.  Partridge.  I  speak  on  behalf  of  the  Association  of  Operative 
Millers,  an  organization  of  40  years'  standing  whose  membership  is 
composed  of  skilled  craftsmen  in  the  flour-milling  field. 

We  oppose  the  30-hour  week. 

In  industry  are  millions  of  workers,  a  tremendous  host  employed 
today.  With  unemployment  all  around  them,  they  still  remain  a 
backbone  of  industrial  life  and  around  them  recovery  should  be 
built.  We  beseech  you,  however,  that  it  not  be  attempted  to  build 
on  them,  and  that  the  security  remaining  to  them  be  not  jeopardized 
by  encroachments  on  their  continued  ability  to  perform  their  honest 
labor. 

A  year  ago,  in  public  hearing  under  the  National  Industrial  Re- 
covery Act,  we  argued  for  shorter  hours  than  those  which  were  pre- 
vailing in  our  field  before  this  time.  The  present  basic  40-hour 
week  m  the  code  covering  the  field  in  which  we  serve  has  accom- 
plished a  great  deal,  and  promises  to  accomplish  much  more  as  con- 
ditions become  readjusted.  Many  of  us  at  that  time  felt  that  we 
favored  a  36-hour  week;  but  we  regret  that  where  such  hours  have 
been  voluntarily  instituted  today,  it  would  appear  that  the  intended 
purpose  of  helping  employment  has  not  been  accomplished. 


In  flour  milling,  as  in  a  great  many  other  industrial  fields,  the  mill 
must  have  ample  crews  available  for  maximum  operation  at  any  time. 
When  orders  fail  to  materialize,  reductions  in  running  time  must 
result.  During  these  periods  of  reduced  operation,  a  policy  of  ap- 
portionment of  whatever  work  there  is  among  all  prevails.  This 
results  in  periods  in  which  the  workers  have  far  less  than  normal  time 
and  wages.  A  so-called  "  40-hour  week  "  by  no  means  results  in  a 
full  40  hours'  time  and  wage  for  those  employed.  Such  a  condition, 
if  long  continued,  would  threaten  to  swing  additional  numbers  into 
the  ranks  of  the  needy.  A  compulsory  30-hour  week  would  unques- 
tionably magnify  this  condition,  and  while  it  may  be  argued  that  it 
would  reduce  the  number  of  those  actually  unemployed,  it  would  un- 
questionably more  than  offset  any  gain  this  would  accomplish  in  the 
progress  toward  recovery  by  adding  many  more  to  that  group  that 
with  difficulty  "  still  stand  erect." 

Industrialists  will  argue  that  the  30-hour  week  will  seriously  in- 
crease production  costs,  to  a  degree  that  will  make  it  difficult  for 
many  concerns  to  survive.  Economists  will  argue  that  this  plan 
must  mean  higher  prices  as  a  result  of  such  increased  costs. 
Thoughtful  labor  argues  that  this  plan  would  so  penalize  the  work- 
ers now  employed,  that  any  apparent  benefits  would  be  far  offset  by 
new  problems  arising  from  the  difficulties  encountered  by  the  share- 
time  workers. 

Nowhere  will  greater  sympathy  and  understanding  for  the  unem- 
ployed be  found  than  with  his  more  fortunate  brothers  who  still 
"have  a  job  "  today.  They  will,  we  are  certain,  support  any  honest 
plan  to  help  the  unemployed  to  find  new  positions  or  to  find  reem- 
ployment in  their  old  positions.  But  the  definite  danger  to  the  se- 
curity of  present  workers  which  is  indicated  by  this  plan  should  not 
be  overlooked. 

An  overcrowded  ship  stands  less  chance  of  weathering  a  stormy 
sea.  Let  us  have  new  ships  for  the  idle  crews — and  recondition  those 
ships  now  unused.  Let  us  have  complete  and  efficient  crews.  But 
do  not  overload  those  ships  which  still  sail  on,  lest  all  the  crews  be 
shipwrecked  in  the  storm. 

STATEMENT  OF  FRED  R.  ROWE,  REPRESENTING  THE  MICHIGAN 
STATE  MILLERS  ASSOCIATION,  PORTLAND,  MICH. 

Mr.  RowE.  I  represent  the  Michigan  State  Millers'  Association, 
an  organization  of  mill  owners  founded  some  54  years  ago.  The 
membership  comprises  mills  of  all  sizes  from  20  barrels  to  2,400 
barrels  daily  capacity,  milling  over  2,000,000  barrels  of  flour  an- 
nually. 

The  proposed  30-hour  week,  applying  to  all  mills  doing  any  inter- 
state business,  will,  we  feel,  place  such  mills  to  great  disadvantage 
in  their  own  local  State  markets  which  have  been  the  strongholds 
of  their  business  for  many  years,  because  other  units  doing  only 
intrastate  business  would  not  have  a  corresponding  increase  in 
labor  costs. 

Legislative  acts,  both  Federal  and  State,  have  greatly  increased 
the  price  of  wheat  products  to  the  consumer,  all  of  which  has  had  a 
direct  effect  upon  the  consumption  by  placing  such  products  way 
out  of  line  in  price  with  other  similar  food  products. 
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prkraml^S^fni  'flf'.lf'^  l""  '^'^  ^"'^  ^^  ^'^^^^^^^  ^^  consumer 
Jhasers  to  W.        •  "^*?^^^^  consumption  by  deflecting  pur- 

cnasers  to  lower  priced  food  products.  fe  F"^ 

A  decrease  in  consumption  in  our  line  of  business  means  a  decrease 
n  production  for  there  is  a  definite  absorption  point  in  fo(S  pr^ 
ucts  controlled  by  the  capacity  of  the  human  stomach.  ^ 

man!]  w"";'?'"  "I  Pffuction  would  reflect  a  like  decrease  in  de- 

Flexibility  in  the   operation  of  medium   and   small   mills    nar- 

tial  and  such  provision  has  been  recognized  in   the  milliner  code 
because  such  plants  are  the  backbone  of  those  communiUes  furnTsh 
ing  employment  to  townspeople,  a  ready  market  forTrm  iScte 

iborre^half^lr  ;;' I^P^^^.^  ^he^rmers'  feed  requCntS 
About  one-half  of  all  flour-mill  employees  are  skilled  labor  re- 
quiring  considerable  training.  If  hours  >^re  cut,  t  would  ^u  re 
additional  trained  men  for  a  few  hours  only,  based  on  pre^nt  aver! 
age  running  time,  and  sucli  men  could  not  be  procuredTnXi  tW 
conditions  in  the  smaller  communities. 

W  hile  not  opposed  to  the  general  principle  of  shorter  hours  of 
work  we  feel  that  our  industry  has  already  absorbed  all  the  addi- 
tional labor  It  can  stand,  without  very  serious  results 

in?aTlo%^o'"cTocl^'  "^"""''"  wilf  adjourn  until  tomorrow  morn- 

rihereupon  at  4:50  p  m  the  committee  adjourned  to  meet  at 
10 .  30  a.  m.,  Thursday,  Feb.  14,  1935.) 
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United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington^  D.  G , 

Pursuant  to  adjournment,  the  subcommittee  reconvened  in  the 
committee  room,  Capitol,  at  10 :  30  a.  m..  Senator  Carl  A.  Hatch 
presiding. 

Present :  Senators  Hatch  (presiding)  and  Austin. 

Senator  Hatch.  We  are  ready  to  proceed.  I  believe  Mr.  Riley 
is  the  first  witness. 

Senator  Austin.  Before  we  proceed,  Mr.  Chairman,  may  I  put 
some  statements  in  the  record? 

Senator  Hatch.  Yes. 

Senator  Austin.  I  wish  to  have  printed  in  the  record  the  brief 
or  statement  of  the  Code  Authority  of  the  Candy  Manufacturing 
Industry,  and  the  brief  or  statement  of  the  American  Flyer  Manu- 
facturing Co. 

Senator  Hatch.  They  may  be  printed  in  the  record. 

(The  documents  referred  to  are  here  printed  in  full,  as  follows:) 

Statements   of   George   H.    Wiuliams,    Chairman    Code   Authority,    Candy 

Manufacturing  Industry 

A  30-hour  work  week  applied  to  tlie  candy  manufacturing  industry  would 
cause  (1)  reduction  in  employment,  (2)  elimination  of  many  of  the  smaller 
units  now  operating  in  the  smaller  cities  and  towns,  (3)  transfer  of  business 
from  the  smaller  to  the  larger  units  of  the  industry. 

At  present  the  industry  is  comprised  of  over  1,000  manufacturers,  only  30  or 
40  of  whom  have  sales  over  $1,000,000  per  year.  The  sales  of  the  other  900 
range  down  from  that  figure  to  four  or  five  thousand  dollars  a  ylear.  The 
1933  sales  for  the  whole  industry  are  reported  at  under  $150,000  per  year  per 
unit.  The  members  of  the  industry  are  located  in  every  State  in  the  Union, 
in  the  small  towns  as  well  as  the  larger  cities.  The  largest  manufacturers 
are  located  in  the  larger  cities. 

Candy  is  a  perishable  product  and  demand  is  seasonal  to  a  large  extent. 
A  few  varieties  may  be  made  up  in  advance  and  safely  stored,  but  only  under 
niost  favorable  controlled  conditions  requiring  a  large  permanent  investment 
in  equipment  and  storage  space.  Naturally,  the  finished  stock  also  required 
an  investment  in  materials,  containers,  and  pay  roll.  For  this  reason  only 
the  larger  units  are  able  to  manufacture  in  anticipation  of  seasonal  demand. 

Operations  are  limited  generally  to  one  shift  in  most  factories  for  the  follow- 
ing reasons: 

1.  The  waiting  period  in  processing  requires  too  much  space  for  semifinished 
merchandise  to  justify  doubling  or  tripling  it  for  use  only  during  the  short 
period  multiple  shifts  could  be  put  on. 

2.  The  infrequent  need  for  multiple  shifts  prevents  carrying  trained  super- 
visors during  long  periods  intervening  and  the  cost  of  training  even  the  rank 
and  file  of  employees  for  such  short  periods  would  be  excessive. 
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3.  The  absolute  lack  of  skilled  help  and  supervisors  in  small  cities  and 
towns  where  there  are  but  one  or,  at  the  most,  two  candy  manufacturers 
prevents  manning  of  more  than  one  shift. 

Multiple  shifts  therefore  are  possible  only  in  large  candy  centers  or  in  the 
manufacture  of  certain  nonseasonal  items  such  as  standard  5-cent  bars  and 
penny  pieces. 

Candy  is  not  a  luxury  consumed  only  by  the  well-to-do.  Sales  of  fancy 
packages  represent  less  than  5  percent  and  plain  packages  represent  only 
13  percent  of  the  total  volume  of  the  industry.  The  average  price  received  by 
all  manufacturers  in  1933  was  about  15  cents  per  pound. 

From  these  facts  it  is  apparent  that  if  a  30-hour  work  week  was  put  Into 
effect  in  the  candy  industry,  the  smaller  plants  located  in  the  smaller  cities 
and  towns  would  be  unable  to  manufacture  their  requirements  in  the  shorter 
work  week,  could  not  operate  more  than  one  shift  during  seasonal  peaks,  could 
not  manufacture  ahead  for  stock,  and  therefore  would  lose  volume  to  plants  in 
larger  cities  where  multiple  shifts  are  economically  feasible. 

This  reduction  in  volume  would  increase  the  percentage  of  rent,  administra- 
tion, and  other  fixed  charges  to  be  applied  to  cost  per  pound  and  would  there- 
fore prevent  these  smaller  plants  from  competing  with  the  larger  metropolitan 
factories,  and  many  would  be  forced  out  of  business. 

The  elimination  of  the  smaller  units  from  the  competitive  field  would  not 
result  in  a  mere  transfer  of  employment  from  one  field  to  another,  because  the 
larger  metropolitan  factories  are  more  highly  mechanized  than  the  smaller 
city  hand-labor  factories.  Therefore,  an  actual  reduction  of  employment  would 
result. 

Reduction  of  emplojTnent  would  be  Increased  further  for  another  important 
reason.  Candy  is  selected  by  the  purchaser  because  of  its  eating  value  rather 
than  of  its  brand  name.  One  item  may  require  much  more  labor  per  pound 
or  per  piece  than  another.  The  consumer  is  not  able  to  eat  this  additional 
labor,  but  if  there  is  not  too  great  a  difference  in  the  cost  per  i)ound  or  the 
size  per  piece  of  1-cent  and  5-cent  candies,  he  will  buy  the  high-labor  item. 
When  the  eating  value  declines  because  of  the  uneatable  labor  increase,  he  will 
choose  the  products  of  greater  eating  value. 

There  are  many  candy  products  now  in  the  market  which  are  on  the  border 
line.  If  thoir  eating  value  declines  further,  the  demand  will  shift  to  low-labor 
products.  This  is  not  theory,  this  is  the  experience  of  the  Industrv.  Two 
years  ago,  for  example,  a  penny  variety  was  selling  at  the  rate  of  thousands 
of  boxes  a  day.  Each  piece  weighed  1  ounce.  It  is  estimated  that  about  2  000 
employees  were  required  for  its  manufacture  and  processing.  Due  to  higher 
cost  of  labor  and  of  its  ingredients,  it  has  been  necessary  to  reduce  its  size 
to  two-thirds  of  an  ounce.  Sales  today  are  negligible  and  it  is  doubtful  if 
500  employees  are  required  to  make  it. 

The  conditions  prevailing  in  the  candy  manufacturing  industry  were  care- 
fully considered  in  drawing  up  the  code  for  the  industry  and  earnest  efforts 
were  made  to  permit  the  smaller  units  to  remain  on  a  basis  of  fair  competition 
with  the  larger  units.  Since  1933,  employment  has  increased  45  percent  and 
pay  rolls  63  percent,  with  comparatively  little  dislocation  and  distress  to  the 
members.  This  lack  of  disruption  has  been  possible  only  because  consideration 
was  given  to  labor  conditions  and  a  balance  of  fair  competition  maintained 
The  reduction  to  30  hours  per  week  would  destroy  this  balance  and  result  in 
great  distress  to  employers  and  employees  alike,  particularly  in  the  smaller 
cities  and  towns. 

^,^    .  ^  Gkoege  H.  Wiluams, 

Chairman  Code  Authority  for  the  Candy  ManufactuHng  Industry. 

Febbuary  13,  1935. 

Stateme.\t  of  J.  E.  Cuff,  Vice  Peesident,  American  Flyeb  MANUFAcrruEiNo  Co 
To:  Senate  Judiciary  Committee.  Fbbbuabt  7,  1935.   ' 

Subject :  Black  S.  B.  87,  Conuery  30-hour-week  bills. 

HONORAKLE  SiR :  The  toy  industry  is  unique  in  that  its  remarkable  historv 
particularly  since  the  depression  started,  sets  it  off  for  special  treatment  or 
consideration  from  all  other  industries.  ti*-dLUieni  or 

We  believe  it  is  a  fair  statement  to  assert  that  had  the  record  of  this  industrv 
been  paralleled  by  its  sister  industries  the  depression  would  now  be  historv 
and   most   certainly   would   not   have   taken   on   the   intensitv    and    duration 
experienced. 


Because  of  the  persistent  ailing  condition  of  some  industrial  groups,  such  as 
capital  goods,  it  would  be  a  serious  mistake  to  rush  in  on  a  basis  of  bare  statis- 
tics and  penalize  an  industry  which  has  kept  itself  economically  healthy 
Furthermore,  it  doesn't  seem  logical  that  initiative  coupled  with  an  unexampled 
history  of  fair  treatment  to  all  concerned  should  be  penalized  and  averaged 
up  with  those  others  who,  because  of  one  reason  or  another,  are  unable  to  help 
themselves. 

NUMBER  OF  EMPLOYEEIS 

In  1928  and  1929  the  American  Flyer  was  carrying  the  largest  number  of  em- 
olovees  on  its  pay  roll  up  to  that  time. 

In  1933  and  1934  we  equaled  the  number  of  employees  of  the  precrash  years, 
and  in  addition  had  absorbed  considerable  help  from  other  industries  whi^, 
because  of  machine  technique  and  other  reasons,  had  displaced  workers.  The 
toy  industry  has  not  the  problem  of  taking  care  of  the  unfortunate  employee  m 
its  own  industry. 

TYPE  OF  HELP 

The  feature  which  distinguishes  this  industry  from  others,  particularly  the 
capital-goods  industries,  is  that  it  has  always  been  a  haven  for  those  recently 
A  leaving  school  and  therefore  not  experienced  in  qualifying  them  for  skilled  jobs. 
It  will  be  difficult  to  imagine  this  industry  having  openings  for  such  help  as 
boiler  makers,  bricklayers,  and  others  who  in  a  large  measure,  on  paper  at  least, 
are  drawing  the  same  scale  now  as  they  did  during  the  predepression  years ; 
or  leastwise  if  the  industry  did  absorb  such  help  it  would  be  on  a  wage  basis 
out  of  line  with  what  they  formerly  were  getting,  because  of  their  skilled  train- 
ing, which  is  of  no  value  to  the  toy  industry. 

WAGE   HISTORY 

The  toy  industry  in  1928  and  1929  naturally  was  in  competition  with  labor 
for  all  other  industries  and  therefore  paid  the  competitive  wage  scale  prevaU- 

ing  in  those  years.  .  ,    .  ,  , 

(1)  In  1933  and  1934,  under  the  present  National  Recovery  Administra- 
tion set-up,  we  now  pay  as  much,  if  not  more,  to  our  labor  tbian  was  paid 
in  the  boom  years.  If  we  understand  it  correctly,  it  is  proposed  to  jack  up 
this  scale  considerably  higher.  It  is  not  unusual  to  find  now,  in  contrast  with 
1928  and  1929,  college  graduates,  with  years  of  business  training,  working  on 
a  par  with  unskilled  labor  and  glad  of  the  opportunity.  It  must  not  be  for- 
gotten that  heretofore  under  normal  conditions  avenues  of  employment  were 
always  open  for  the  college-trained  men. 

PURCHASING  POWBB 

Up  to  1928  and  1929  the  American  Flyer  catered  largely  to  the  "  white-col- 
lar" class,  or  people  with  means— briefly,  those  who  could  pay  up  to  $75  for 
a  train  set,  plus  additional  money  for  equipment.  Its  physical  volume  then 
was  just  about  what  it  was  for  the  past  2  years. 

(1)  During  1933  and  1934  the  "white-collar"  market  almost  vanished.  Our 
volume  has  been  maintained  almost  entirely  by  the  purchasing  class  such  as 
work  in  our  factories — those  who  buy  the  lower-  and  moderate-priced  toys — 
and  they  bought  them  in  greater  amounts  than  in  the  boom  years.  It  is  a  safe 
assertion  to  make  that  the  American  Flyer  employees  find  no  difllculty  what- 
soever in  purchasing  the  products  of  their  own  labor. 

SEASONAI.    OPERATION    AND    OVERTIME 

(1)  Formerly,  in  line  with  the  practice  of  other  industries,  the  better-trained 
or  key  people  of  the  factory,  during  periods  of  rush  operations,  worked  in  many 
cases  to  the  limit  established  by  the  State.  This,  of  course,  because  of  com- 
petitive conditions  could  not  be  otherwise ;  and,  furthermore,  this  overtime  was 
on  a  straight  basis  with  no  premium  above  the  regular  hourly  rate. 

(1)  Needless  to  say,  the  toy  industry  is  highly  seasonal;  in  fact,  we  have 
but  one  turn-over  per  year.  The  Department  of  Commerce  statistics  show  over 
70  percent  of  the  toys  are  moved  across  the  retail  counter  between  Thanksgiv- 
ing and  Christmas.    Bear  in  mind  that  these  figures  are  for  the  entire  Indus- 
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try,  and  many  firms'  products,  like  our  own,  move  across  the  counter  almost 
100  percent  during  the  Christmas-holiday  season. 

(2)  In  view  of  the  foregoing,  the  provision  of  96  hours  of  overtime,  which 
is  similar  or  less  than  that  permitted  in  typical  co<ies,  is  not  only  a  handicap 
but  is  decidedly  unfair.  In  a  building  or  machine  job,  under  contract  whei*e 
the  time  element  is  a  factor,  and  likewise  an  unusual  situation,  coupled  with 
the  low-labor  factor,  the  premium  for  labor  is  not  unjustifiable.  In  the  toy 
industry,  with  the  extremely  high  factor  of  labor  content  in  prime  cost  and 
with  merchandise  timt  is  highly  volatile  from  an  obsolescent  standpoint,  the 
situation  is  very  much  aggravated  for  the  toy  manufacturer.  It  is  impractical 
for  the  toy  manufacturer  to  pick  his  help  off  the  street  jus^t  because  they  are 
unskilled  labor.  They  have  to  be  intelligent  and  have  a  background  familiar 
with  the  product  and  the  methods  of  the  organization.  Santa  Claus  doesn't 
postpone  Christmas  or  permit  the  extension  of  Ume  to  get  out  our  mercliandise 
In  this  respect  our  industry  is  intensely  speculative.  We  do  not  believe  that 
these  limitations  were  given  due  consideration  when  the  code  was  adopted. 

CJOMPOTTnON    WITHIN    TOY    INDUSTBY 

Companies  in  the  toy  industry  have  always  been  in  the  position  of  compet- 
ing intensively  for  the  consumer's  toy  dollar  aside  from  the  interfamily  com- 
petition of  allied  toys.  The  very  lifeblood  of  the  toy  industry  is  summed  up 
in  one  word,  "novelty."  No  firm  can  long  survive,  regardless  of  its  past 
record,  if  it  does  not  keep  in  tune  with  the  consumer's  capricious  mood 

It  is  to  the  credit  of  the  toy  industry  that  under  the  provisions  of  the  code 
it  did  not  take  advantage  of  the  large  avenues  which  would  lead  it  into  monopo- 
listic operations  or  iron-clad  guilds.  Briefly,  the  situation  today  is  precisely 
what  It  was  before  the  code,  comparatively  speaking. 

COMPETITION    Ol  TSH)K   OF  lOY   INDUSTRY 

We  toy  manufacturers  are  always  subject  to  the  inroads  of  manufacturer* 
from  other  industries  who,  because  of  depressed  conditions  in  their  own 
industry,  are  continually  jumping  over  the  fence  of  their  pasture  into  that  of 
?u^  ^^li'  -^i  *^  ^"  almost  unheard-of  thing  for  a  toy  manufacturer  to  invade 
the  fields  of  others.  It  can  easily  be  understood  that  when  manufacturers 
wander  into  other  fields  they  invariably  mark  down  their  overhead  and  consider 
the  new  acquisition  or  new  field  as  something  "  velvet "  and  not  subject  to  the 
usual  overhead  mark-ups  that  justly  belong  to  the  product.  It  is  rather 
inconsistent  that  these  selfsame  invaders  are  trying  to  impose  their  wishes 
regarding  our  code  on  the  toy  industry  at  this  time. 

TARIFF   AND  LABOR 

During  the  boom  years  of  1928  and  192J>  imported  toys  were  not  a  very  great 
factor.  This  was  because  of  the  relatively  high  price  that  tovs  were  sold  at 
and  a  comparatively  small  demand  for  the  cheaper  article. 

(1)  During  the  past  2  years  there  has  been  a  heavy  increase  of  imported 
goods  in  the  lower-priced  fields  from  the  extreme  low-wage  countries  of  Europe 
and  Asm.  A  further  increase  of  imported  toys  will  be  accelerated  if  the  labor 
cost  of  toys  is  raised  to  a  higher  bracket.  This  will  inevitably  result  in  ai 
further  unemployment  be<^ause  of  the  diversion  of  the  tov  dollar  to  the 
foreign  toys.  Only  this  morning  we  have  learned  that  a  buyer  of  one  of  the 
large  toy  wholesale  firms  is  sailing  for  Japan  the  first  of  the  vear  They  have 
not  sent  a  man  to  foreign  countries  to  buy  toys  since  before  1929 

(2)  Another  point  not  universally  recognized,  and  that  is— there  is  ve^v 
little  patriotism  employed  in  the  purchase  of  goods  where  there  is  a  price 
spread,  and  any  amount  of  ballyhoo  in  the  past,  in  this  country,  has'  not 
changed  this  situation  in  favor  of  the  American  article. 

COST  ARSOEPTION 

Prior  to  the  cotle,  of  course,  all  costs  were  passed  on  to  the  consumer  The 
toy  industry  was  unable  to  pass  on  iiny  increase  in  1933  due  to  the  nature  of 
its  business.  Nearly  50  percent  of  their  product  was  sold  when  the  National 
Recovery  Act  became  a  law.  Prices  established  during  the  selliu<^  season 
have  to  practically  be  guaranteed   for  the  year,   both   against   increase  and 


decline.  During  1934  prices  and  costs  have  just  begun  to  adjust  themselves. 
If  we  understand  it  correctly  it  is  not  proposed  to  upset  this  picture  which 
will  entail  a  considerable  readjustment  or  increase  in  cost,  which  in  tliis  event 
must  be  passed  on  100  percent  to  the  consumer.  It  should  be  borne  in  mind 
that  during  1933,  unlike  many  industries,  we  did  not  legally  take  advantage 
of  the  code  provisions,  which  would  have  legalized  the  passing  on  of  the  higher 
cost.  We  believe  that  this  position  taken  at  that  time  was  sound  and  it  has 
been  confirmed  by  the  sales  to  the  consumer  which  otherwise  would  not  have 
been  made,  and  we  in  the  toy  industry  are  not  now  sitting  on  the  fence  looking 
for  Government  aid  in  one  form  or  another.  We  believe  it  is  to  the  mutual 
advantage  of  the  consumer  and  wage  earner  to  have  a  large  volume  of  physical 
goods  at  a  nominal  price  than  a  restricted  volume  at  a  higher  price.  The 
opposite  policy,  from  time  immemorial,  has  ultimately  proved  disastrous. 

THE    MACHINE  AND  THE   CONSUMER 

One  of  the  outstanding  reasons  for  the  toy  industry  maintaining  the  physical 
volume  in  depression  years  against  the  boom  years  is  that  it  has,  by  ingenuity 
of  designing  novelties,  brought  about  a  substantial  reduction  in  the  cost  of 
comparable  items  then  and  now.  These  statements  are  not  pulled  out  of  the 
aiir;  they  can  be  substantiated  by  specimens  of  similar  products  made  then 
and  at  the  present  time.  Briefly,  the  situation  is  general  with  practically  all 
toy  firms.  We  also  feel  that  in  this  particular  record  the  toy  industry  prac- 
tically stands  preeminent  and  is  only  equaled  by  the  industries  which  have 
accomplished  a  like  result  almost  exclusively  through  machine  efficiency  instead 
of  management. 

CODE    COOPERATION 

Prior  to  the  code  the  toy  industry  was  a  going  confederation  of  little  in- 
dustries grouped  together  under  the  title,  '*  Toy  Manufacturers  of  the  U.  S.  A.'* 
and  in  their  own  little  way  got  along  like  any  well-regulated  family.  We  did 
not  resort  to  monopolistic  practices  such  as  mergers,  price  fixing,  production, 
or  any  other  means  whose  motivation  was  to  sock  the  consumer  or  restrict 
the  latitude  of  labor.  We  came  up  to  the  code  with  a  clean  history  and  clean 
hands,  and  did  not  feel  then,  and  don't  feel  now,  that  we  contributed  to  this 
thing  called  "  the  great  depression." 

(1)  The  toy  industry,  while  not  the  first  to  have  a  code,  nevertheless  it 
required  no  coercion  on  the  part  of  the  Government  in  arriving  at  its  code, 
which  was  signed  as  early  as  was  practicable  on  the  part  of  the  code  authorities, 
and  at  great  cost  to  the  industry.  Our  procedure  with  the  N.  R.  A.  won 
from  them  voluntary  commendation  for  our  part  in  cooperating  with  them. 
Since  that  time  our  record  for  compliance  with  the  letter,  as  well  as  the 
spirit,  will,  stack  up  with  the  most  favorable  industry  that  we  know  of. 

WAGE    SCALE 

In  the  predepression  years  there  was  a  spread  between  the  toy  industry 
and  others,  particularly  the  capital  goods  industries,  or  industries  such  as 
furniture,  automotive,  and  other  like  industries,  whose  proilucts  ran  into  con- 
siderable money,  and  whose  products  were  primarily  for  the  use  of  adults. 

(1)  Under  the  code  this  spread  has  been  considerably  narrowed.  We  in 
the  toy  industry  have  increased  our  wage  rates  from  20  to  50  percent  to  come 
up  to  the  code.  Many  industries  on  the  other  hand  have  not  had  to  increase 
and  in  fact  could  have  decreased  their  wage  scales  down  to  the  code.  For 
instance,  where  they  formerly  paid  60  cents  the  minimum  is  now  40  cents. 
With  this  present  wage  picture  the  toy  industry  now,  as  in  the  past,  has  been 
under  a  handicap  in  competing  for  labor  in  that  with  the  first  show  of  any 
sort  of  goo<l  times,  our  labor  is  wheedled  away  by  others  who  can  afford  to 
pay  much  higher  scale,  because  of  the  nature  of  their  product  which,  generally 
speaking,  contains  a  very  small  labor  factor  in  the  overall  cost. 

CONCLUSION 

We  submit  that  the  toy  industry  has  done  its  full  measure  to  keep  up  em- 
ployment and  any  change  in  the  present  wage  scale  of  the  toy  code  would  no,t 
113926—35 22 
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help  the  economic  conditions  of  the  country  but  on  the  contrary  wouUl  cause 
greater  unemployment  and  wipe  out  whatever  scant  margin  of  profit  the 
industry  may  to-day  enjoy. 

Very  truly  yours, 

American  Flyer  Manutactubing  Co., 

J.  E.  Cuff,  Vice  President  and  General  Manager. 

STATEMENT  OF  JAMES  J.  EILEY,  PRESIDENT  BAKIUM  REDUC- 
TION CORPORATION,  SOUTH  CHARLESTON,  W.  VA. 

Senator  Hatch.  Mr.  Riley,  you  may  proceed. 

Mr.  Riley.  My  name  is  James  J.  Riley.  I  am  president  of  the 
Barium  Reduction  Corporation  of  South  Charleston,  W.  Va.  I  ap- 
pear today  also  on  behalf  of  the  Manufacturing  Chemists'  Associa- 
tion in  opposition  to  the  30-hour  week  bill,  S.  87.  I  wish  to  state 
how  this  bill  will  affect  my  corporation,  also  its  employees  and  its 
customers. 

The  economic  side  of  the  argument  only  will  be  developed,  al- 
though there  is  a  legal  or  constitutional  side  which  must  be  pre- 
sented by  others  having  such  specialized  knowledge. 

I  realize,  and  am  in  hearty  sympathy  with,  the  tendency  toward 
higher  wages  and  shorter  working  hours  and  my  desire  is  to  further 
an  orderly  and  practical  approach  to  such  an  end. 

The  whole  economic  philosophy  underlying  this  bill  has,  in  my 
opinion,  been  ably  and  impartially  dealt  with  in  the  special  investi- 
gation of  the  Brookings  Institute  entitled  "  The  30-Hour  Week ", 
by  Harold  G.  Moulton  and  Maurice  Leven  and  filed  with  this  brief. 

Senator    Austin.  That    brief    has    already    been    introduced    in 

evidence. 

Senator  Hatch.  It  is  already  before  the  committee,  and  several 
copies  have  been  furnished,  so  it  will  not  be  necessary  to  include  it. 

Mr.  Riley.  I  have  great  admiration  for  it. 

I  do  not  propose  to  go  over  the  ground  already  and  more  ably 
covered  by  them  but  wish  to  present  certain  points  directly  referring 
to  our  chemical  industry  and  more  particularly  to  my  own  sub- 
division of  it. 

The  chemical  industry  is  basic  in  that  it  is  a  supplier  of  raw  ma- 
terials for  industry  as  a  whole.  This  is  partially  illustrated  by  two 
charts  attached. 

There  are  a  few  chemical  companies  so  well  advertised  as  really 
to  be  household  names  when  chemicals  are  thought  of,  but  most  of 
us  are  small  companies  and  supply  such  little-heard-of  primary 
raw  materials  that  we  are  unknown  to  the  public. 

A  survey  of  598  esablishments  operated  by  337  companies  under 
the  basic  chemical  code  shows  that  39  percent  of  all  the  factory  units 
had  20  or  less  employees  and  that  64  percent  had  50  or  less  em- 
ployees. In  fact,  only  7  plants  had  over  1,000  men.  Factories  of 
my  class  have  20  percent  of  the  employees. 

Peak  demands  and  fluctuations  in  consumption  require  a  reason- 
able leeway  in  hours  of  work.  This  is  illustrated  by  an  epidemic — 
such  as  influenza — which  presents  an  immediate  demand  to  increase 
the  production  of  certain  essential  pharmaceutical  chemicals.  Insect 
infestations,  such  as  the  rapid  spread  of  the  boll  weevil  or  Mexican 
bean  beetle,  likewise  call  for  increased  production  of  insecticides. 
Changes  in  style  result  in  large  demands  for  special  colors  and  other 


products.  Frequently  the  discovery  of  a  new  use  is  followed  by  a 
huge  demand  for  a  chemical  which  can  only  be  met  by  lengthened 
hours  until  new  equipment  is  installed  and  new  men  properly  trained 
for  this  manufacture.  It  is  impossible  to  fully  discount  unexpected 
demands  for  products  of  the  chemical  industry,  which  is  charac- 
terized by  continuous  change. 

It  is  not  feasible  to  maintain  a  sufficient  staff  or  a  sufficient  in- 
ventory for  any  emergency.  Many  operations  of  the  chemical  indus- 
try are  continuous  and  in  a  multitude  of  delicate  chemical  opera- 
tions—such  as  finishing  an  obstinate  nitroglycerine  charge— it  is 
essential  that  a  single  skilled  operator  complete  a  given  operation. 

As  a  concluding  observation  on  the  necessity  for  flexibility,  let  me 
emphasize  that  failure  of  the  chemical  industry  to  supply  the  fluctua- 
tions and  demands  of  other  industries,  which  must  have  chemicals 
in  order  to  operate,  would  at  times  force  these  other  plants  to  close 

down. 

Bill  S.  87—5  days,  6  hours— somes  miscalled  "the  30-hour  week 
bill " :  In  spite  of  the  provisions  in  section  1,  allowing  one  to  start 
an  argument  with  the  Labor  Department,  this  proposed  bill  is  one 
of  the  most  inflexible,  drastic,  and  far-reaching  ever  submitted  to 

industry. 

xVll  of  the  study  to  obtain  flexibility  under  the  codes  would  be 
offset  by  this  bill.  Its  immediate  effect  would  unquestionably  be  to 
retard  recovery.    The  earning  power  of  our  workers  is  limited  under 

this  bill. 

In  actual  factory  operation  the  burden  of  the  bill  would  press 
heaviest  on  the  small  chemical  manufacturer  with  his  limited  force 
for  repairs  and  emergency  work  and  especially  on  account  of  his 
limited  capital  and  credit.  An  already  difficult  task  for  the  small 
manufacturer  would  be  made  impossibly  difficult. 

Gentlemen,  please  let  me  emphasize  the  severity  and  unfairness 
of  the  burden  on  the  small  chemical  manufacturer. 

Our  own  three  chief  items  are  labor  mining  barites  ore,  coal,  and 
factory  labor,  all  of  which  would  be  so  increased  under  this  bill  as 
to  force  us  to  raise  the  basic  prices  and  the  chemical  manufacturer 
buying  from  us  would  in  turn  have  to  pass  this  on  to  the  ultimate 
consumer  in  increased  prices. 

Would  this  bill  bring  the  material  benefits  which  its  advocates  be- 
lieve, or  would  it  precipitate  new  difficulties  and  further  low^er 
already  reduced  standards  of  living? 

My  observations  supplement  and  confirm  the  conclusions  of  the 
Brookings  Institute's  report  and  I  wish  to  make  their  findings  my 
own  and  in  conclusion  quote : 

In  summary,  this  analysis  of  the  economic  effects  of  the  30-hour  week  clearly 
leads  to  the  conclusion  that  the  measure  would  not  promote  national  welfare. 
It  would  prove  detrimental  to  the  interests  of  labor  as  well  as  other  classes. 
It  would  not  promote  recovery  and  bids  well  to  intensify  the  depression.  At 
best  its  immediate  effects  would  be  a  spread  of  employment  at  the  expense  of 
efficiency  and  productive  output.  In  its  long-run  implications  the  measure 
offers  to  the  workers  of  the  country  merely  a  choice  between  more  leisure  and 
a  more  abundant  consumption  of  goods  and  services. 

It  goes  without  saving  that  it  is  the  duty  of  the  Nation  to  prevent  want 
among  the  unemployed.  But  to  seek  this  end  by  a  compulsory  reduction  of 
the  hours  of  work,  which  would  freeze  the  possible  volume  of  production  below 
the  level  required  to  give  all  the  people  the  abundance  they  desire,  is  as 
short-sighted  as  it  is  lacking  in  understanding. 
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Senator  Austin.  May  I  ask  you  a  question  ? 

IVIr  StiLEY    Y^es  sir» 

Senator  Austin.  I  notice  you  stated  this  is  sometimes  miscalled 

the  "  30-hour  week  bill." 
Mr.  Riley.  Yes,  sir. 

Senator  Austin.  What  do  you  mean  by  that?  „     •  i 

Mr.  Riley.  Under  the  present  arrangement,  if  we  sit  up  all  night 
working  on  a  refractory  pump  or  a  damaged  motor— or  something 
of  that  kind — we  are  allowed  to  ease  that  man  off  the  next  day  and 
spread  the  work  over  the  week.  This  bill  ties  us  down  to  six  hours 
in  any  one  day,  which  is  very  different  from  a  30-hour  week,  sir. 
You  can  see  it  is  vastly  different.  Then  again,  our  people  at  the 
mine  in  Virginia,  where  we  have  a  40-hour  week,  most  of  these  nien 
come  from  a  considerable  distance  from  the  farms  where  they  live. 
They  elected  last  December  to  work  4  days  of  10  hours  each.  Under 
this  bill  we  could  not  do  it.  They  would  have  to  travel  from  their 
farms  and  work  5  days  of  6  hours  each.     You  get  the  point,  don  t 

^^Senator  Austin.  You  will  work  30  hours,  if  you  work  5  days  of 
6  hours  each. 

Mr.  RiiJi:Y.  Yes,  sir.  ,      „^  i 

Senator  Austin.  Six  day  at  5  hours  each  makes  30  hours. 

Mr.  Riley.  There  is  the  bill,  sir.  We  can  only  work,  as  I  read 
the  bill,  for  6  hours  on  each  day. 

Senator  Hatch.  No  more  than  5  days. 

Mr  Riley.  No  more  than  5  days.  Under  the  present  code  the 
men  elected  to  work  4  davs  only  and  10  hours  each,  which  makes  the 
40-hour  week.  That  gives  them  2  complete  days  at  home  to  do  their 
own  farm  work.  It  is  vastly  different  in  actual  practice,  sir.  There 
is  where  the  complaint  is. 

Senator  Hatch.  Thank  you  very  much. 

STATEMENT  OF  WILLFORD  I.  KING,  PROFESSOR  OF  ECONOMICS 
IN  THE  SCHOOL  OF  COMMERCE,  NEW  YORK  UNIVERSITY 

Senator  Hatch.  You  may  state  your  name  and  whom  you  repre- 
sent, and  where  you  live.  .     .  ,^.  ,  -r  ^      i_  •     i-i.     g  i,     i 
Mr.  King.  My  name  is  Willford  King,  and  I  teach  in  the  bchool 

of  Commerce  of  New  York  University.  •        ^    i 

Senator  Hatch.  I  notice  the  chairman  is  always  anxious  to  know 
for  whom  a  witness  appears.  Are  you  appearing  on  behalf  of  any 
particular  organization  or  company? 

Mr.  King.  No  ;  I  am  not.         ,     ,  .,  •  *i.      ..,,if 

Senator  Hatch.  You  are  a  voluntary  witness  coming  as  the  result 
of  your  own  wish,  at  your  own  expense,  and  yt)u  are  not  receiving 
any  compensation  for  appearing  here  ? 

Mr.  King.  I  am  not  being  paid  anything  for  coming. 

Senator  Hatch.  Very  well.    You  may  proceed. 

Mr  King  I  find  that  I  sympathize  very  strongly  with  the  motives 
which  impelled  the  men  sponsoring  this  bill  and  which  are  expressed 

in  the  preamble  of  the  bill.  •     ,      ^       i  x>   •  i.  *.  4. 

Senator  Hatch.  Would  you  rather  go  ahead  and  finish  your  state- 
ment  without  interruption  or,  if  points  arise  during  your  statement, 
would  you  rather  that  questions  be  asked  at  the  time? 


Mr.  King.  Whichever  way  is  convenient  for  you  will  suit  me. 

Senator  Hatch.  Proceed.  . 

Mr  King.  I  am  inclined  to  believe,  however,  that,  were  it  not  tor 
certain  misconceptions  about  the  way  the  ^^ws  of  economic^  work 
no  Tnember  of  the  Senate  would  be  m  favor  of  this  bill.  The  bill 
states  that  it  is  designed  to  reduce  and  eliminate  unejnployment  and 
to  improve  the  conditions  of  the  working  classes.  That,  of  course, 
is  what  we  are  all  most  anxious  to  do,  because  unemployment  is  prob- 
ably the  most  serious  economic  evil  at  the  present  time. 

But  to  understand  the  reasons  for  unemployment  you  must  ?o  back 
to  the  old  law  of  supply  and  demand.  The  law  of  supply  and  de- 
mand is  based  upon  the  inexorable  laws  of  the  universe  and  upon 
human  nature.  It  works  everywhere,  and  it  has  been  operatin<r  dur- 
ing hundreds  of  years.     It  applied  just  as  well  m  ancient  Babylon 

as*ln  the  United  States  in  1935.  t  i    t 

According  to  the  law  of  supply  and  demand,  as  1  believe  every 
economist  will  agree,  the  lower  the  price  of  an  article  the  larger 
the  volume  of  sales  of  that  article,  and  the  higher  the  price  the  less  of 

the  article  can  be  sold.  v,-  i,  t  u 

Another  feature  of  the  law  of  supply  and  demand,  to  which  1  be- 
lieve every  economist  will  agree,  is  that  the  man  whose  holding  price 
is  above  the  market  price  cannot  sell  his  goods.  They  remain  unsold. 
For  example,  if  a  farmer  goes  to  the  elevator  with  some  wheat  and 
the  elevator  man  says  the  market  price  is  60  cents  a  bushel,  and  the 
farmer  says  that  he  will  not  take  less  than  70  cents,  the  farmer  has 
nothing  to  do  except  to  haul  the  wheat  home  again.  His  holding 
price  is  above  the  market  price,  and  therefore  the  ^yheat  is  not  sold. 

As  I  see  it,  there  is,  in  this  respect,  not  a  particle  of  difference 
between  labor  and  any  other  thins:  offered  for  sale.  If  the  holding 
price  of  the  laborer  for  his  labor  is  above  the  market  price  he  can- 
not sell  his  labor.  The  market  price  of  labor  is  determined  by  the 
Avishes  of  producers  and  consumers  in  this  country  and  in  the  world 
at  large.  The  laborer  cannot  control  the  price  of  labor  any  more 
than  the  farmer  can  control  the  price  of  wheat  at  the  elevator.  He 
can  either  take  the  price  fixed  by  the  market  forces  or  leave  it.  If 
he  leaves  it  he  does  not  sell  his  labor,  just  as  the  farmer  did  not 
sell  his  wheat.     His  labor  is  unsold  and  he  is  unemployed. 

Unemplovment,  then,  is  nothing  more  or  less  than  the  relationship 
existing  between  the  holding  price  of  the  laborer  for  his  labor  and 
the  world  price  at  which  the  supply  of  labor  will  be  demanded. 

The  lower  the  price  of  labor,  the  more  of  it  can  be  sold.  That  state- 
ment represents  merely  an  application  of  one  of  the  fundamental 
laws  of  economics.  It  is  this  principle,  however,  which  has  been 
consistently  overlooked  by  the  technocrats  and  by  the  people  who 
have  been  talking  about  overproduction  and  inadequate  consuming 
power  and  lack  of  purchasing  power  in  this  country.  They  have  all 
overlooked  the  fact  that  the  lower  the  price  of  the  goods  the  more 
can  be  sold.  I  believe  it  is  obvious  that  any  amount  of  money  what- 
ever will  buy  any  amount  of  goods,  provided  the  price  is  right.  There 
is  always  an  abundance  of  purchasing  power,  provided  the  price  is 
right,  but  if  the  price  is  wrong  the  goods  remain  unsold. 

W^e  find  that  the  national  income  is  more  stable  than  the  actual 
volume  of  production.    The  national  income  is  measured  in  terms  of 
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money.  There  is  a  difference  between  production  and  income, 
although  they  are  very  closely  related.  For  example,  a  corporation 
may  earn  money  this  year  and  pay  it  out  next  year  in  dividends, 
whereas  the  production  may  have  taken  place  last  year.  At  any 
2:iven  instant  the  total  buymg  power  of  the  country,  in  terms  of 
money,  is  limited  by  the  income  as  it  exists  at  the  moment. 

It  is  this  limitation  which  has  prevented  the  success  of  all  the  "  buy 
now  "  campaigns  that  have  been  put  on.  Buying  power  is  limited  by 
income,  and  income  is  always  sufficient  to  buy  any  quantity  of  goods 
that  can  be  produced,  at  a  price,  but  not  at  the  existing  price,  if  the 
existing  price  is  too  high. 

When  the  depression  began,  the  national  buying  power  was  cur- 
tailed because,  in  the  years  preceding  the  depression,  the  people  had 
been  going  into  debt  too  much.  They  had  been  spending  more  than 
their  incomes.  They  did  it  because  they  were  overoptimistic.  When 
they  lost  their  supersense  of  optimism,  thej'^  stopped  going  into 
debt.  Many  of  them  stopped  going  into  debt  because  their  credit 
had  run  out  and  they  could  no  longer  buy  without  cash.  Others 
became  alarmed.  For  both  reasons  they  cut  down  their  buying  power 
as  nieasured  in  terms  of  dollars,  and,  as  the  number  of  doUkrs  of  their 
buying  power  diminished,  they. could  not  buy  the  same  volume  of 
commodities  as  formerly  unless  the  prices  of  those  commodities  also 
diminished.  But  the  prices  did  not  diminish.  If  the  prices  had 
been  adjusted  there  would  not  have  been  any  trouble.  Howev'^r,  the 
prices  of  many  of  these  commodities  were  not  adjusted. 

I  may  say  that  the  difficulty  arose  primarily  in  the  urban  indus- 
tries and  not  in  agriculture.  In  agriculture  the  farmers  kept  on 
producing  because  the  major  part  of  agricultural  production,  as  you 
well  know,  is  turned  out  by  farmers  who  live  on  their  farms  and 
work  the  farms  themselves  for  the  support  of  their  families.  In 
urban  production,  which  is  here  taken  to  include  mining  and  trans- 
portation, the  situation  was  different.  If,  when  the  buying  power 
of  the  Nation  shrunk  because  of  the  curtailment  of  credit,  urban 
producers  had  said :  "  We  are  going  to  protect  our  employees ;  we 
are  not  going  to  dismiss  any  of  them ;  we  are  going  to  keep  up  the 
volume  of  sales  and  keep  up  the  volume  of  employment,"  and  if 
they  could  have  put  that  idea  into  practice,  no  depression  could  have 
developed.  The  manufacturer  would  have  cut  the  selling  price  of 
the  particular  product  he  turned  out  until  he  could  sell  the  volume 
he  had  been  selling  during  1928  and  1929.  Then,  obviously,  to  pro- 
tect himself  against  loss,  it  would  have  been  necessary  for  him  to  cut 
the  wages  of  his  employees.  Otherwise  he  would  have  gone  bank- 
rupt. He  would  have  had  to  cut  piece  rates  or  hourly  rates,  as 
the  case  might  be,  until  he  could  operate  at  a  profit.  If  he  had  done 
that  we  would  not  have  had  any  depression.  But  he  did  not  do  that. 
He  took  the  easy  course  and  laid  off  the  laborers  rather  than  cut 
their  wages.  He  did  this  because  laborers  resist  the  cutting  of  their 
wages,  and  they  do  not  resist  being  laid  off.  The  result  was  that  the 
urban  industries  maintained  rigid  prices  for  their  products.  These 
rigid  prices  made  the  products  hard  to  sell.  This  resulted  in  ex- 
tremely flexible  employment. 

On  the  farm,  by  contrast,  employment  was  very  steady,  while  agri- 
cultural prices  fell  sharply.    The  result  was  that  the  farmer  could 


no  longer  exchange  his  products  with  the  urban  producer  on  a  rea- 
sonable basis.  If,  for  example,  wheat  had  been  selling  at  $1  per 
bushel,  and  binders  had  been  selling  at  $100  apiece,  it  would  have 
taken  100  bushels  of  wheat  to  buy  a  binder.  If  the  farmer  and  the 
city  man  had  both  reduced  their  prices  proportionately,  so  that 
wheat  went  down  to  50  cents  and  binders  to  $50, 100  bushels  of  wheat 
would  still  have  bought  a  binder,  and  there  would  have  been  no  dif- 
ficulty.  But  what  really  happened  was  that  the  company  that  made 
the  binder  kept  its  price  up  to  $95,  while  the  farmer's  wheat  down  to 
50  cents.  The  farmer  could  no  longer  buy  the  binder  without  giv- 
ing a  greatly  increased  amount  of  wheat ;  hence  the  binders  were  not 
sold  and  the  employees  of  the  machinery  factory  were  idle. 

You  are  probably  familiar  with  the  study  recently  put  out  by 
Prof.  Gardiner  C.  Means  for  the  Secretary  of  Agriculture  on  In- 
dustrial Prices  and  their  Relative  Inflexibility." 

Senator  Hatch.  We  would  like  to  have  that  put  in  as  a  part  of 
your  testimony.    We  have  not  had  that  before. 

Mr.  King.  That  was  transmitted  recently  as  Senate  Resolution 

No.  17.  ,        ,        .1.  X  0 

Senator  Austin.  What  document  number  does  that  carry? 
Mr.  King.  Seventy-fourth  Congress,  first  session.  Senate  Docu- 
ment 13.  ,     .     ,    ,   1  -     XI  J  u  i. 
Senator  Hatch.  It  does  not  need  to  be  included  in  the  record,  but 

it  may  be  filed  and  considered  as  a  part  of  your  testimony. 

(The  document  referred  to  was  filed  with  the  committee.) 

Mr.  King.  Professor  Means  has  an  elaborate  set  of  charts  here. 
You  can  see  on  this  chart  for  agriculture,  page  5,  chart  no.  4,  how 
production  kept  up  almost  to  the  line.  The  dotted  line  represents 
agricultural  prices,  which  collapsed  while  production  kept  up. 
However,  chart  no.  5  on  the  same  page  indicates  that  production  in 
the  implements  industry  was  extremely  variable.  It  went  up  dur- 
ing the  boom  and  then  dropped  tremendously,  so  that,  at  the  bot- 
tom, it  was  only  one-eighth  of  what  it  was  at  the  top,  prices  being 
about  nine-tenths  of  what  they  were,  as  you  see,  the  prices  of  agri- 
cultural implements'  (represented  by  the  dotted  line)  remained  prac- 
tically fixed. 

Senator  Hatch.  There  was  no  substantial  decrease  at  all  f 

Mr.  King.  There  was  a  decrease  of  about  10  percent  in  their  prices. 

Senator  Hatch.  While  the  prices  of  all  farm  commodities  went 
down  probably  75  percent? 

Mr.  King.  The  prices  of  farm  commodities  went  down  about  65 
percent.  Their  production  fell  off  about  10  percent.  By  contrast, 
the  prices  of  agricultural  implements  fell  off  about  10  percent,  while 
their  production  fell  off  about  85  percent.  He  shows  that  this  con- 
trast was  not  confined  to  agriculture  and  agricultural  implements, 
but  represented  a  general  situation  applying  to  a  great  variety  of 
industries;  that  wherever  prices  were  rigid,  production  changed  tre- 
mendously, and  where  prices  were  flexible,  production  did  not  change, 
and  the  volume  of  employment  remained  relatively  constant.  There 
is  a  table  on  page  8  of  this  report  which  compares  the  different  in- 
dustries, showing  the  extent  of  the  drop  in  the  prices  compared  with 
the  percentage  drop  in  production.    It  shows  close  inverse  correlation. 

I  have  not  seen  the  original  report,  but  I  find  in  the  New  York 
Herald  Tribune  of  February  2,  1935,  on  page  26,  a  report  of  a  sur- 
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vey  made  by  the  N.  R.  A.,  covering  much  the  same  sort  of  thing  as 
Dr.  Means'  study,  which  was,  I  believe,  made  independently  for  the 
Department  of  Agriculture.    The  newspaper  article^  says : 

In  a  new  report  on  hburs  and  wages  It  surveys  the  records  of  23  industries 
in  1934  compared  with  1921)  and  notes  particularly  this  fact,  and  the  corollary 
that  "the  industries  with  present  prices  at  the  1929  level  have  afforded  but 
little  rise  in  employment." 

Baking,  chemical,  boot  and  shoe  industries  show  the  greatest  stability  in 
employment,  while  prices  of  their  products  average  about  70  percent  of  the 
1929  level. 

On  the  other  hand,  the  residential  building,  brick  and  tile,  agricultural  im- 
plement.5:,  and  furniture  industries,  the  report  finds,  give  relatively  much  less 
employment,  while  the  pric»es  of  their  products  average  more  than  90  percent 
of  the  level  in  1929. 

Rayon  and  meats,  with  the  lowest  prices  compared  to  1929,  had  the  best 
employment  records,  and  the  trend  of  prices  in  these  two  industries  was  gen- 
erally downward  during  the  period,  particularly  in  the  case  of  rayon. 

This  quotation  bears  out  the  point  I  want  to  make,  namely,  that 
you  can  have  your  choice;  you  can  have  flexible  prices  with  stable 
production  and  full  employment,  or  you  can  have  rigid  prices  with 
flexible  production  and  much  unemployment. 

Senator  Hatch.  You  mentioned  a  thought  that  interferes  with 
your  decrease  in  prices,  that  is,  your  (iebts  and  your  fixed  charges 
which  had  been  customary  in  the'high  peak,  which  did  not  decrease. 

Mr.  King.  They  did  not  decrease. 

Senator  Hatch.  I  would  like  to  have  you  discuss  that  later  on, 
when  you  reach  that  point  in  your  statement. 

Mr.  King.  I  can  discuss  it  at  this  point  just  as  well.  Industries 
that  are  burdened  with  interest  charges  and  fixed  rentals  cannot 
escape  these  burdens. 

Senator  Hatch.  I  do  not  want  to  limit  that  to  industries.  The 
farmer  and  the  laboring  man  also  liave  fixed  charges  that  must 
be  met. 

Mr.  King.  You  are  correct.  Any  individual  and  any  industry, 
and  in  the  list  of  industries  I  count  agriculture,  which*  has  heavy 
fixed  charges  must  meet  with  a  very  serious  condition  during  a  de- 
cline in  the  price  level,  because  the  greater  the  fixed  charges  the 
more  the  burden  that  must  be  thrown  upon  the  variable  charges. 
That  means  that  stability  of  the  price  level  is  essential,  if  you  do 
not  wish  to  have  a  chaotic  condition  in  industry  and  great  hardsliip 
.placed  upon  all  classes.  Without  a  stable  price  level,  the  difficulty 
arising  from  fixed  charges  often  becomes  tremendous.  Every  class 
that  has  promises  to  pay  in  the  future  is  burdened.  Unless  you 
propose  to  abrogate  contracts,  you  cannot  get  around  that  difficulty 
m  any  way  other  than  by  keeping  the  price  level  stable.  To  do  that 
is  not  particularly  difficult,  if  you  decide  to  do  it,  but  it  is  necessary 
to  do  it  or  you  cannot  escape  the  burdensomeness  of  fixed  charges. 

We  have  been  told  that,  in  the  United  States,  we  have  a  great 
problem  of  overproduction  in  agriculture.  I  am  inclined  to  be- 
lieve that  such  overproduction  is  merely  a  myth.  The  reason  for 
this  belief  is  that  I  have  perused  the  reports  put  out  in  the  United 
States  Department  of  Agriculture  by  such  men  as  O.  E.  Baker.  He 
has  been  studying  the  question  for  many  yeai-s.  His  report  indicates 
that  we  have  not  been  suffering  from  overproduction  in  agriculture. 
Our  acreage  has  not  been  increased.    Our  production  is  scarcely  keep- 


ing up  with  growth  in  population.  We  have  had  overproduction 
only  in  two  or  three  lines  such  as  wheat  and  cotton— lines  in  which 
we  export  a  considerable  amount.  Those  exports  have  been  aimm- 
ishing.  There  would  not  have  been  any  trouble  if  we  had  had  a 
normal  demand  for  other  agricultural  products  such  as  meat,  milk, 
and  fruits,  for  their  production  would  have  required  all  the  excess 

wheat  and  cotton  acreage.  .     ^,  •  xi,  ..  ^i. 

Secretary  Wallace  said  in  a  recent  address  in  Chicago  that  the 
whole  trouble  in  agriculture  has  arisen  from  the  failure  of  the  indus- 
tries in  the  cities  to  buy  the  products  of  agriculture.  Urban  indus- 
tries have  stopped  producing.  /r  ^u  • 

When  the  urban  industries  stopped  producing  they  laid  oil  their 
workers.  Then  neither  the  employers  nor  the  workers  had  the  means 
to  buy  the  articles  offered  by  agricultural  producers.  That  caused 
trouble  in  agriculture.  The  difficulty  goes  back  to  the  maintenance 
of  rigid  prices  by  the  urban  industries.  If  they  had  had  flexible 
prices  the  paralysis  of  trade  would  not  have  happened.  But  they 
couldn't  have  flexible  prices  unless  they  also  had  flexible  wages. 

Flexible  wages  must  be  flexible  wages,  not  per  week,  but  per 
piece,  for  manufacturing  cost  depends  upon  the  wage  cost  per  piece. 
It  is  not  feasible  to  lower  wage  rates  per  piece  to  offset  the  decline 
in  the  price  level  unless  you  lengthen  the  hours  of  labor  so  that 
the  laborer  can  continue  to  earn  as  much  money  as  he  did  before. 
Otherwise  you  will  reduce  the  money  earnings  of  labor,  which,  of 
course,  is  undesirable.  If  vou  reduce  the  cost  per  piece  to  corre- 
spond with  the  fall  in  the  price  level,  the  laborer  will  earn  less 
money  per  hour;  but  if  you  employ  the  laborer  full  time,  instead  of 
part  time  as  at  present,  he  will  earn  satisfactory  wages. 

If  that  rule  prevailed  in  all  industry  the  workers  would  be  far 
more  prosperous  than  today,  for  all  products  would  be  materially 
cheaper  than  in  1929.  Average  weekly  wages,  therefore,  would  buy 
approximately  as  much  as  they  did  in  1929.  Their  purchasing  power, 
however,  would  be  somewhat  lessened  because  fixed  charges  would 
take  up  a  larger  portion  of  the  income  than  in  1929.  This  would  be 
true  because  of  the  decline  in  the  price  level.  The  result  would  be 
that,  in  order  to  balance  that  effect,  wages  would  have  to  go  down 
relatively  more  than  the  decline  in  the  price  level  since  1929. 

However,  there  is  an  offsetting  factor.  Since  1929  we  have  kept 
on  inventing  machines  and  discovering  new  processes.  As  a  result, 
the  laborer  can  now  produce  more  per  hour  than  he  did  in  1929.  As 
Carl  Snyder  has  shown  in  his  studies  for  the  Federal  Reserve  Bank 
of  New 'York,  there  has  been  a  long-time  tendency  in  the  United 
States  for  production  per  capita  to  increase  at  a  rate  of  about  3  per- 
cent per  annum.  I  believe  that  ratio  of  increase  has  kept  up  since 
1929.  We  ought,  therefore,  to  be  turning  out  now  something  like 
18  percent  more  goods  per  capita  than  we  did  in  1929.  The  ability 
of  labor  to  produce  more  would  normally  make  wages  higher  by 
perhaps  15  or  20  percent  than  they  were  in  1929.  If  we  continue  to 
operate  on  the  present  price  level  instead  of  restoring  it  to  a  higher 
level,  the  gain  in  production  just  mentioned  should  offset  partially  or 
wholly  any  loss  occasioned  by  fixed  charges. 

The  shorter  the  hours  that  men  work,  in  general,  the  less  they  pro- 
duce in  a  day  or  in  a  week;  and  the  less  they  produce  the  less  pro- 
duction exists  from  which  to  get  wages.     Production  constitutes 
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demand.  We  must  produce  or  there  is  no  demand  for  goods.  The 
trend  of  production  and  the  trend  of  national  income  are  virtuaUy 
synonymous.  When  we  have  low  production,  we  have  hard  times. 
J  hat  IS  what  we  mean  by  "  hard  times." 

If  we  maintain  the  existing  price  level,  the  way  to  get  out  of  the 
depression  at  present,  is  to  reduce  selling  prices  enough  to  move  the 
goods  and  to  employ  labor  at  full  time.  This  process  of  cutting  sell- 
ing  prices  and  wages  ought  to  continue  until  all  of  the  labor  in  the 
country  is  employed  In  some  industries,  the  goods  produced  are 
such  that  the  demand  for  them  is  very  elastic,  that  is,  a  small  decline 
in  price  means  a  large  increase  in  demand ;  in  other  industries  the 
demand  is  inelastic,  and  a  large  fall  in  price  means  but  a  small  in- 
crease m  demand.  Among  the  industries  in  which  there  is  an  elastic 
demand  we  find  the  building  industry.  If  the  price  of  building 
were  to  come  down  sharply  there  would  be  a  tremendous  increase 
m  the  number  of  buildings  that  would  be  put  up.  Nearlv  every- 
body wants  to  build  a  better  house  to  live  in.  The  average  man 
can  t  afford  to  build  it  now,  because  the  prices  are  too  high.  Wage 
rates  have  been  maintained  approximately  on  the  1929  level,  and  the 
cost  is  therefore  so  great  that  the  average  person  cannot  meet  it  at 
this  time. 

As  you  probably  know,  the  usual  tendency  is  for  residential  build- 
ing to  fluctuate  right  along  with  automobile  production.  When 
people  accumulate  money  they  want  to  buy  better  houses  and  they 
also  want  to  buy  autombiles.  At  present,  we  have  residential  pro- 
duction dropping,  whereas  automobile  production  has  been  running 
up  very  rapidly.  The  unusual  situation  has  developed  because  auto- 
mobiles have  been  cut  in  price  while  building  costs  have  remained 
at  about  the  old  level. 

The  30-hour-week  provision  in  the  bill  under  consideration  seems 
to  me  to  contradict  all  the  reasons  I  have  just  mentioned  showing 
the  necessity  of  reducing  costs.  If  an  attempt  is  made  to  compel 
the  employer  to  pay  the  same  wage  rate  for  a  30-hour  week  as  he 
is  now  paying  for  a  40-  or  44-hour  week,  it  evidently  increases  his 
cost  per  piece  or  per  article.  According  to  the  law  of  supply  and 
demand,  if  the  cost  is  increased,  he  will  sell  fewer  units  of  the  prod- 
uct. That  is  exactly  what  has  been  happening  during  the  last  year 
and  a  half  under  the  restrictions  which  have  been  imposed  upon  in- 
dustry. Investigations  made  by  the  National  Industrial  Confer- 
ence Board  show  that,  during  the  depression,  the  prices  of  many 
manufactured  products  have  fallen  off  relatively  little.  This  is  true 
because  of  the  fact  that  the  cost  of  manufacture  has  kept  up.  Profit 
margins  have  been  cut  somewhat,  but  prices  have  been  kept  up. 
Higher  prices  make  it  harder  for  the  people  to  buy— make  fewer 
sales. 

I  presented  at  the  annual  meeting  of  the  social  science  associations 
in  Chicago  not  long  ago  a  paper  showing  the  comparative  move- 
ments m  Anaerican  industry  as  compared  with  industry  in  other 
countries,  which  have  occurred  since  we  adopted  our  restrictive  poli- 
cies m  the  latter  part  of  1933.  I  do  not  have  a  copy  of  the  paper 
with  me,  but  here  are  some  of  the  charts.  You  might  glance  at  them 
You  will  find,  if  you  look  at  the  fifth  chart  on  the  last  page,  an  illus- 
tration of  the  way  production  has  behaved  in  the  United  States  as 
compared  vnth  the  course  m  other  nations  that  have  adopted  mone- 


tary policies  similar  to  ours— that  is,  they  have,  in  general,  had 
higher  price  levels  since  1933.  The  restrictive  policy  was  put  on  our 
industry  in  the  latter  part  of  1933.  You  will  observe  that  since  1933, 
in  Canada,  the  production  curve  goes  up,  while  in  the  United  States 
it  comes  down.  For  Australia,  we  haven't  very  good  figures.  VVe 
only  have  the  records  of  shipping.  There  was  no  decline  in  the 
latter  part  of  1933  and  1934,  while  production  in  the  United  States 
fell  off.  In  Great  Britain,  you  will  notice  that  production  ran  up 
at  the  end  of  1933,  whereas  in  this  country  it  fell  off.  In  Chile, 
production  after  the  end  of  1933  was  well  maintained  at  a  high  level, 
though  it  was  f aUing  off  in  the  United  States.  In  Sweden,  produc- 
tion was  down  early  in  1933  but  it  went  up  again  while  it  was  fall- 
ing off  here.    In  Japan,  production  was  rising  rapidly  while  it  was 

declining  here. 

Since  the  monetary  policy  of  all  these  countries  was  approxi- 
mately the  same  as  in  the  United  States,  the  results  seem  to  me  to 
indicate  that  our  restrictive  policy  on  production  stopped  the  rise 
in  business  that  began  so  auspiciously  in  1933.  You  can  see  m  the 
charts  the  difference  between  what  happened  after  the  N.  R.  A.  was 
adopted  and  what  happened  immediately  before.  In  general  the 
remarkable  rise  in  business  activity  in  1933  stopped  with  the  adop- 
tion of  the  restrictive  policy. 

This  proposed  legislation  will  put  further  restrictions  upon  indus- 
try, and  will,  I  belive,  act  in  exactly  the  opposite  direction  from 
what  is  intended  by  its  framers.  If  you  want  to  accomplish  the 
purpose  indicated  in  the  preamble  of  the  bill,  I  think  you  should 
increase  flexibility  in  every  way  possible,  both  in  wage  rates  and  in 
hours  of  employment. 

Senator  McCarran.  How  far  would  you  go  in  increasing  the 
hours  of  employment? 

Mr.  King.  I  should  think  the  legitimate  method  would  be  for  each 
employer  to  find  out  what  he  could  pay  and  keep  up  production. 
Then  adjust  the  hours  to  suit  the  convenience  of  all. 

Senator  McCarran.  Would  that  mean  that  you  would  put  in  a 
system  of  hours  of  labor  in  keeping  with  what  you  just  said? 

Mr.  King.  I  would  say  that  the  ideal  method  would  be  for 
employers  to  reduce  prices  on  their  products  until  they  could  sell 
more  goods  than  they  did  in  1929,  and  then  to  find  out  what  rates 
per  piece  or  hour  could  be  paid.  After  conferring  with  their  em- 
ployees and  discussing  the  matter  of  the  employees'  possible  earn- 
ings, I  think  they  might  very  well  let  their  employees  vote  on  the 
number  of  hours.  If  the  employees  want  to  work  60  hours  a  week, 
well  and  good.  If  they  wanted  to  work  ten  hours  a  week,  well  and 
good.  I  think  the  number  of  hours  should  be  at  the  option  of  the 
employees.  The  wage  rate  per  hour,  should,  however,  be  set  at  a 
level  which  will  keep  the  business  operating  at  a  profit. 

Senator  McCarran.  What  are  you  going  to  do  with  the  unem- 
ployed ? 

ilr.  Kino.  I  think  under  those  circumstances  there  would  be  no 
unemployed,  except  the  usual  number  of  sick  and  unemployables. 

Senator  McCarran.  Do  you  believe  that  by  increasing  the  hours  of 
labor  of  the  individual  employee  you  would  absorb  the  unemployed  ? 

Mr.  King.  I  believe  if  we  could  get  the  price  of  the  product  low- 
ered sufficiently  we  could  keep  all  the  people  who  wanted  to  work 
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te  fhii  L^'i'  ^''^y  preferred  to  work  without  any  difficulty,  and 
tliat  this  procedure  would  restore  the  national  income  to  a  level 
much  higher  than  we  had  in  1929. 

consumS*^*'^'^""''''"  ^°"  ''^*"  ''  *''  ^'^^^^'^  ^^  P"^«  ^^^^^  *«  the 
Mr.  King.  Yes. 

Mr"  KTN^Yi;^ '^'''  ^''  "'  *°  "'"''*  '*  attractive  to  him  to  buy? 

Senator  McCarrak.  And  at  the  same  time  increase  the  number 
of  hours  of  employment  to  the  employees?  numoer 

Mr.  Kino.  That  is  right. 

ma®n'"uS  ^*'^^''''^^-  ®°  ''^  *«  P"*  «"*  »  greater  production  per 

Mr.  Kino.  That  is  it  exactly. 

Senator  McCarran.  The  thought  comes  to  me  that  that  means  a 
onXt"'      ""  *  '  """"''"■  ^"P'^y^-    I  ^o"ld  like  to  get  your  vTew 

Mr.  King.  I  think  it  is  obvious  that  each  one  of  us  has  an  idea 
of  what  he  wants.  There  is  no  one  who  does  not  want  mo??  than 
t»v."'-  Ti^  ^''^'  proportion  of  our  inhabitants  need  moreZn  tW 
have.  The  reason  they  cannot  buy  the  things  thev  want  whether 
they  have  either  large  or  small  incomes,  is  because  the  Cds  are  t^ 

fof$iWit  .Trr*"  ^"^  ''''  automobiles  for  $500  rpTec,  or  o^ 
ror  St-1,000.  It  all  depends  upon  the  price  of  the  automobile  If  n. 
suit  of  clothes  .sells  at  $5  and  you  have  $10  you  can  buHwo  suits 

benator  Hatch  May  I  suggest  that  if  clothes  were  selTng  at  $15 
and  you  had  only  $10,  you  could  buy  one  suit.  ^       * 

«  "■■  f  ^'?V  T,^**  '^  ^''^^-    '^'>*t  is  what  happened  last  fall 
reS?rt  tL^ -^^""^K   F?'=etiously,  I  would  like  to  make  the  further 

S  rftndiLr  '"^  ^''^  ""'°'""''""  '^^  ^'^"^  *  '-'^  0*  ^-o.- 

stateme^r^'  ^  *'''"''  *^*'"^  '^  "°  ^"""^^  "'"'"*  "'*  correctness  of  that 

and'twl"."  "f 'ii*".*!!'  ^u™""*?  *"'■  S"^^^  «^'=«Pt  the  ability  to  buy 
and  that  is  controlled  by  the  price  at  which  these  goods  sell.    Onl 

set  of  goods  will  always  exchange  for  another  set  of  goods,  provided 

there  is  no  rigid  holding  price  on  either,  but  when  fou  put  a  rdaid 

holding  price  on  one  or  both  there  may  be  no  excWge.    That  i^ 

last  few  veaTs    Th''"'''  "''r""«  *"?  '"T  ¥''''  «*  viewf during  the 
last  tew  years.     The  general  price  level  drooped    because  of  tha 

collapse  of  credit.  When  the  general  price  level  'came  down  S 
only  those  products  burdened  with  fixed  charges  did  not  com!  down 
but  also  many  other  goods  did  not  come  down.  If  a  1  Zds  and 
services  had  come^  down  together,  onlv  fixed  charges  w?^d  have 
caused  trouble.  We  would  have  been  better  off  if  we  had  mdntained 
the  price  level  where  it  was  in  1929,  but  we  did  not,  and  h^nce  it  was 
necessary  to  adj'ust  individual  prices  and  wage  rat*s 

Senator  McCarran.  Speaking  of  fixed  charges,  that  brings  us  to 
the  reason  for  the  fixed  charges,  and  that  brings  us  to  the  toouehi 
that  taxation  has  a  good  deal  to  do  with  overhead  and  fixed  cSes 
and  the  high  tax  rate  and  the  high  levies  for  taxing  purposes   and 

S'fpendJttl^"'-    "^"''P^  *'*"*  ''^''''  ""''''  ''  ofrCrmeVJ^s 
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Senator  Hatch.  I  think  so. 

Mr.  King.  I  agree  with  you  most  heartily.  The  present  system 
of  Government  relief,  by  which  it  is  proposed  to  pay  high  wages  to 
people  and  get  little  or  nothing  in  return,  of  course,  means  high  taxes. 
It  seems  to  me  that  it  will  inevitably  end  in  Government  bankruptcy. 
I  think  that  is  certain  to  happen  if  relief  expenditures  continue  at 
the  present  rate  and  we  don't  get  rid  of  unemployment.  I  don't 
believe  we  can  do  that  by  any  means  except  to  reduce  the  price  of 
labor  to  the  point  where  the  market  will  absorb  it. 

Senator  McCarran.  That  is,  to  reduce  it  to  the  point  where  the 
market  of  private  industry  will  absorb  it? 

Mr.  King.  Where  the  market  of  private  industry  will  absorb  it. 

Senator  McCarran.  Do  you  not  think,  so  long  as  we  continue 
national  absorption  of  the  unemployed  through  the  payment  of  wages 
that  we  are  not  encouraging  industry  to  absorb  the  unemployed,  to 
a  large  extent,  at  least? 

Mr.  King.  I  can  illustrate  that  by  what  has  happened  in  my  own 
office.  At  the  request  of  the  relief  administrator  I  took  over  the 
direction  of  certain  projects  and  employed  a  certain  number  of 
statistical  workers  in  New  York.  They  are  being  paid  by  the  city 
for  working  a  short  week  about  as  much  as  they  would  get  from 
private  employment  for  working  a  long  week.  Naturally,  they  are 
not  very  anxious  to  take  private  employment,  because  they  would 
not  have  such  easy  work.  They  can  earn  nearly  as  much  in  their 
present  employment  working  6  hours  a  day  as  they  could  in  private 
employment  working  7  or  8  hours  a  day,  besides  overtime,  and  that 
sort  of  thing.  I  think  the  same  is  true  to  a  great  extent  in  most  other 
places.  However,  these  boys  and  girls  have  been  working  hard  while 
they  have  worked.  In  many  other  relief  enterprises,  by  contrast,  the 
workers  do  almost  nothing.  We  were  told  that,  in  a  recent  snow- 
storm, the  city  officials  were  unable  to  find  manjr  men  to  shovel  snow 
from  the  streets.  So  many  people  were  getting  relief,  that  few 
wanted  to  shovel  snow.  I  don't  know  why  they  should  want  to  do 
so. 

Senator  Hatch.  I  do  not  blame  them.  There  is  one  thing  about 
which  I  would  like  to  have  your  theory.  I  have  enjoyed  what  you 
have  said  this  morning. 

Mr.  King.  Thank  you  very  much. 

Senator  Hatch.  We  have  seen  for  nearly  five  years  that  the  price 
of  manufactured  articles,  such  as  agricultural  implements,  for  in- 
stance, has  not  been  reduced  commensurately  with  the  general  down- 
ward trend. 

Mr.  King.  That  is  right. 

Senator  Hatch.  You  do  believe  it  does  not  make  very  much  dif- 
ference whether  a  man  gets  $5  or  $10  a  day,  provided  the  $5  bill  will 
have  as  much  purchasing  power  as  the  $10,  with  which  I  agree, 
but  how  are  you  going  to  bring  about  a  "general  reduction  when  a 
reduction  has  not  been  made  in  prices  to  the  consumer? 

Mr.  King.  I  think  that  is  an  extremely  difficult  thing  to  accom- 
plish. I  am  not  sure  that  it  can  be  done,  but  I  believe  a  change  in 
attitude  will  go  much  further  in  accomplishing  it  than  has  been  done 
so  far.  In  1930,  President  Hoover,  the  Secretary  of  the  Treasury, 
and  the  Secretary  of  Labor  united  in  asking  employers  to  maintain 
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wa^e  rates.  Clearly,  employers  cannot  maintain  wage  rat«s  and  cut 
their  prices,  because  wages  are  a  large  part  of  the  cost  of  their  prod- 
ucts. I  pointed  out  to  the  Secretary  of  the  Treasury  and  the  Sec- 
retary of  Labor  at  that  time  that  it  was  a  very  fine  idea  to  maintain 
wage  rates,  but  that  it  was  inevitable  that,  if  the  price  level  con- 
tinued to  fall,  wage  rates  would  be  forced  down.  And  wages  did 
come  down.    It  could  not  be  otherwise. 

Now,  during  the  past  5  years,  we  have  been  continually  preaching 
to  industry  the  necessity  of  maintaining  wage  rates.  If  wages  are 
maintained,  employers  are  going  to  try  to  maintain  prices.  It  is 
remarkable  how,  under  the  N.  R.  A.,  industry  cooperated  with  the 
Government.  Things  were  done  which  one  would  have  said  in  ad- 
vance could  not  possibly  be  done.  Suppose  that  the  manufacturers 
were  now  urged  by  the  Government  to  use  their  participation  in 
the  N.  R.  A.  as  a  means  to  cooperate  with  other  employers  to  reduce 
wages  per  hour  or  per  piece,  and  to  reduce  the  prices  of  their  prod- 
ucts until  they  could  market  their  products  in  large  volume.  They 
should  also  reduce  the  dividends  on  stocks  proportionately.  Suppose 
that  this  program  were  made  a  national  policy.  I  am  not  sure  that 
you  would  not  find  just  as  much  cooperation  as  you  have  ever  had 
m  the  N.  R.  A. 

I  understand  that  a  few  companies  have  followed  the  policy  just 
outlined.  I  was  told  recently  by  an  employee  of  the  Western  Union 
that  the  company  executive  called  in  leading  employees,  and  repre- 
sentatives of  other  employees,  and  pointed  out  what  the  company 
earnings  were,  and  asked  the  group  what  they  thought  should  be 
done  about  wages  and  salaries,  and  that  the  group  agreed  upon  a 
schedule.  I  know  of  other  cases  of  small  firms  that  have  acted  simi- 
larly. I  think  something  might  be  accomplished  by  corresponding 
action  on  a  large  scale. 

I  would  say,  in  answer  to  your  question,  in  general,  that  it  would 
be  much  easier  and  probably  just  as  eflPective  if  the  Government 
were  to  proceed  to  raise  the  price  level  back  to  where  it  was  in  1929, 
while  refraining  from  raising  wage  rates  any  higher  than  they  are 
now,  until  employment  became  complete  and  the  unemployed  were 
absorbed.  Then  wages  would  go  up  automatically.  They  should 
go  up  then,  but  not  until  then.  We  want  labor  to  earn  just  as  much 
as  possible,  but  we  don't  want  to  fix  wage  rates  which  will  prevent 
the  unemployed  from  being  employed. 

Senator  Hatch.  That  last  statement  brings  to  mind  this  thought: 
It  would  be  easier  also  to  overcome  the  difficulty  of  the  fixed  charges. 
Mr.  King.  Very  much. 

Senator  Hatch.  Which  have  been  created  on  a  high  level. 
Mr.  King.  You  would  get  rid  of  the  increase  in  the  burden  of  fixed 
charges. 

Senator  Hatch.  Without  getting  rid  of  those,  that  situation  can- 
not be  solved,  can  it? 

Mr.  King.  The  fixed  charges  will  eventually  solve  themselves  by 
the  debts  being  paid  off  or  written  off.  They  are  not  a  terrific  burden 
on  most  industries,  but,  in  some,  thev  are  quite  burdensome. 

Senator  Hatch.  You  say  these  fixed  charges  that  were  created 
during  this  high  level  of  prices  will  ultimately  be  paid  off.  If  the 
price  level  is  lowered  and  maintained  at  a  low  level,  how  will  these 
debts  ever  be  paid  off? 


Mr.  King.  In  many  cases  they  will  be  eliminated  only  through 
bankruptcy,  which  is  a  very  poor  and  inefficient  way  of  doing  it. 
I  am  not  advocating  that,  I  assure  you.  I  think  the  easiest  way  to 
reduce  the  burden  is  to  raise  the  price  level.  However,  wages  should 
be  kept  down  until  the  market  will  absorb  the  unemployed.  I  believe 
the  laborer  should  earn  as  much  as  he  can  get.  That  aini  is  as 
important  as  anything  we  can  advocate;  but  I  do  not  believe  in 
his  trying  to  get  something  for  nothing. 

Senator  Hatch.  Then  your  basic  objection  to  the  30-hour  week 
is  that  it  will  tend  to  increase  costs  ? 

Mr.  King.  It  will  tend  to  increase  costs  and  diminish  the  total 
volume  of  sales  and  increase  the  volume  of  unemployment. 

Senator  M(?Carran.  I  would  like  to  carry  that  a  little  further,  in 
order  that  you  may  undersand  the  thought  I  have  in  mind.  You 
think  we  could  not  absorb  the  unemployed  by  means  of  the  30-hour 
week,  and  thus  increase  our  purchasing  power? 

Mr.  King.  The  more  goods  that  are  produced  the  more  the  pur- 
chasing power  will  be,  because  goods  are  themselves  purchasing 
power.  When  you  produce  goods  you  have  something  to  exchange 
with  the  other  fellow. 

Senator  McCarran.  If  the  30-hour  week  bill  would  take  off  the 
large  burden  of  unemployment  and  thereby  produce  a  great  amount 
of  goods,  would  it  not  accomplish  the  very  thing  you  advocate  ? 

Mr,  King.  If  it  would,  yes;  but  my  contention  is  that  it  would 
increase  the  amount  of  unemployment. 

Senator  McCarran.  I  probably  missed  your  discussion  of  that 
particular  subject.    Would  you  mind  dwelling  on  that  a  little? 

Mr.  King.  I  shall  be  glad  to.  The  only  way  you  can  get  more 
goods  sold  to  the  consumer  is  to  reduce  the  price  of  the  goods.  If 
you  do  that,  and  the  consumer  has  the  necessary  income,  he  can  buy 
twice  as  many  goods  at  half  the  price  per  unit.  If  prices  are  suf- 
ficiently low,  all  the  goods  all  the  people  can  produce  in  60  hours 
a  week  can  readily  be  sold.  Whenever  there  is  a  market  for  the  goods, 
there  springs  up  automatically  a  demand  for  labor  at  some  price. 
Enterprises  cannot  produce  goods  without  labor.  They  will  want 
to  hire  labor  and  will  employ  labor,  at  the  right  price. 

I  had  a  good  illustration  of  that  a  few  days  ago.  I  was  talking 
to  a  gentleman  who  runs  a  clothing  factory  in  Kentucky.  He  said 
that,  when  the  N.  R.  A.  code  went  in  effect,  it  fixed  the  rate  of  pay 
of  workers  at  40  cents  an  hour  as  a  minimum.  He  had  numbers  of 
employees  who  had  been  with  his  company  for  years.  Many  of  these 
were  quite  inefficient — could  not  turn  out  many  pieces  per  day  or  per 
week.  He  told  me  that  he  paid  the  same  piece  rate  as  that  paid  in 
factories  generally  throughout  the  country.  He  couldn't  pay  more 
or  he  couldn't  sell  his  goods. 

When  the  law  said  he  had  to  pay  40  cents  an  hour  as  a  minimum 
he  found  that  the  slower  workers  couldn't  produce  enough  pieces  per 
hour  to  earn  40  cents.  They  said  to  him,  "What  are  we  going  to 
do?"  He  said,  "  I  can't  raise  the  piece  rate  because  I  can't  sell  my 
goods.  The  law  says  I  can't  hire  you  unless  you  can  earn  40  cents  an 
hour.  If  you  can't  do  that  I  must  lay  you  off."  They  said,  "  We  are 
satisfied  with  the  rate  we  are  getting.  We  want  work.  We  have 
no  way  to  make  a  living."    He  said,  "  The  law  says  I  can't  hire  you 
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at  any  less  than  40  cents  per  hour."  He  said  he  was  compelled  to  lav 
oil  a  large  number  of  employees  who  had  been  with  the  company  f or 
years,  and  sonie  of  them  were  cast  upon  the  relief  rolls.  Of  course, 
this  added  to  the  tax  bills.  He  was  willing  to  give  them  work  at  the 
same  rates  paid  elsewhere,  and  they  were  willing  to  work  at  those 
rates,  but  the  law  forbade  it. 
,    I  have  been  doing  some  work  for  certain  employers  in  the  cloth- 

ill^/'i  Jif^""^-^  ^  ^""'^  ^^^^  competition  is  very  keen.    The  result  is 
that  It  the  code  raises  wage  rates  even  a  trifle,  workers  are  dismissed 
^y  reducing  the  wage  rates  more  people  can  be  employed.    The 
shorter  the  work  week  the  more  people  are  laid  off 

Senator  Austin  I  have  read  with  a  good  deal  of  interest  the  tes- 
timony you  gave  before  a  similar  committee  on  the  former  Black 
bill,  particularly  on  the  matter  of  wages.  In  that  testimony  which 
you  gave  did  you  present  your  theory  as  to  what  would  raise  the 
pnce  Level  s 

Mr.  King.  I  believe  I  did  at  that  time. 

Senator  Austin.  It  ocurred  to  me  when  reading  it  that  practically 
^l^^J ^^^gftion  you  made  in  that  testimony  had  been  carried  into 
enect  (     Is  that  not  so  ? 

eff^t*  '^'^^*  ^  ^^^^^  Portion  of  the  suggestions  have  been  put  into 

Senator  Austin.  Now,  then,  a  question  follows  that.  Have  those 
practices  accomplished  the  raising  of  the  price  level  ? 

Mr.  King.  They  have  acomplished  the  raising  of  the  price  level 
to  a  marked  extent.  They  have  not  been  carried  far  enough  to  raise 
It  back  to  the  1926  level,  but  they  have  raised  it  a  long  distlice 

Senator  Austin.  What  is  your  impression  of  the  failure  of  prices 
to  rise,  as  it  was  prophesied  they  would  rise  on  the  change  in  our 
monetary  system  ?  "^      *  viix 

rr^^a  ^^T-  ^^f^^  ^^^^  ^^^^  ^^^^^^^  measures  taken  since  that  time, 
i  he  farst  thing  of  moment  was  the  President's  announcement  that  he 
was  going  to  raise  prices.     If  you  will  look  at  chart  no.  1  which  lies 
before  you,  you  will  see  a  very  sharp  rise  in  wholesale  prices  occur- 
ring  early  in  1933.     I  have  analyzed  the  reason  for  that  rise.     Prices 
rose  almost  entirely  because  of  an  increase  in  the  velocity  of  circula- 
tion.    Ihe  President's   announcement   did   not   increase   the   total 
amount  of  money.     The  velocity  of  circulation  ran  up,  and  prices 
went  up  very  sharply     That  increase  in  velocity  represented  an  in- 
crease in  confidence,  I  should  say.     The  banking  situation  was  put 
into  better  shape,  giving  more  confidence,  and  diminishing  hoarding. 
After  that  Professor  Warren's  policy  of  marking  up  the  price  of 
gold  was  put  into  operation.     Professor  Warren's  policy  resulted  in 
a  proportionate  increase  in  the  average  price  of  those  commodities 
entering  into  international  trade.     If  you  observe  the  general  index 
computed  from  an  average  of  30  commodities,  you  will  find  that  the 
rise  in  the  prices  almost  exactly  parallels  the  increase  in  the  price  of 
gold.     So  that  policy  was  extremely  effective,  insofar  as  international 
commodities  were  concerned.    It  was  the  main  factor  responsible  for 
raising  the  prices  of  many  raw  commodities  such  as  wheat,  cotton, 
and  rubber.     Changing  the  price  of  gold  did  not  increase  the  amount 
of  money  in  circulation  in  the  United  States.    It  affected  the  prices 
of  international  commodities.    In  foreign  trade,  prices  are  com- 


monly  expressed  in  terms  of  gold,  and  importers  and  exporters  were, 
therefore,  thinking  in  terms  of  gold.  I  have  made  a  study  m  which 
I  show  that  certain  domestic  prices  in  terms  of  gold  were  affected 
practically  not  at  all  by  the  change  in  the  gold  policy  of  the  United 
States  However,  after  these  international  commodities  rose  in  price 
there  would  naturally  be  a  slow  tendency,  as  Professor  Warren  has 
pointed  out,  for  all  prices  to  be  adjusted  to  that  new  level,  because 
competition  tends  to  shift  business  into  the  field  in  which  the  prices 
are  going  up.    This  process  will  take  several  years. 

Recently  we  have  been  getting  another  rather  steady  run-up  m 
prices,  an  ascent  which  has  nothing  to  do  with  the  run-up  in  the 
price  of  gold,  for  gold  prices  have  not  recently  been  marked  up.  i 
think  that  this  recent  rise  is  explained  by  the  fact  that  the  Govern- 
ment is  now  pursuing  a  policy  similar  to  the  one  which  I  suggested 
in  the  hearings  that  you  mentioned,  though  the  form  is  slightly 
different  The  idea  is  much  the  same.  The  Government  is  now  sell- 
ing bonds  to  the  banks  of  the  United  States.  It  obtains  in  exchange 
for  those  bonds  bank  credit,  and  with  that  bank  credit  it  is  buying 
material  goods,  paying  wages  and  salaries.  By  buying  goods,  it 
gives  more  purchasing  power  to  the  people  who  receive  that  bank 
credit,  and  their  new  purchasing  power  makes  prices  go  up.  So 
prices  have  risen  during  the  Government  campaign  of  selling  bonds 

to  the  banks.  .  ^-       j  xi.  x  xu 

I  suggested  at  the  time  of  the  hearing  you  mentioned  that  the 
Government  accomplish  the  same  end  by  issuing  greenbacks  in  ex- 
change for  bonds.  What  they  are  doing  now  is  issuing  bank  credit. 
Both  will  produce  the  same  result. 

Senator  Austin.  Isn't  this  the  natural  question  then:  that  hav- 
ing occurred,  the  price  level  having  been  raised,  what  has  interfered 
with  the  logical  sequence  of  events;  that  is,  increased  production, 
increased  employment,  fewer  on  the  relief  rolls?  What  has  pre- 
vented that?  ,      ^         ^  ,      X    • 

Mr.  King.  You  will  find,  if  vou  refer  to  the  first  three  charts  in 
the  set  of  charts  I  handed  yoii.  that,  during  early  1933  the  price 

level  rose  rapidly. 

Senator  Austin.  You  are  now  pointing  to  the  last  blank  space 

in  the  vertical  column? 

Mr.  King.  That  is  right.  That  is  the  period  m  which  the  price 
level  rose  rapidly,  and  there  was  as  yet  no  restriction  upon  industry. 
Practically  all  industry  went  ahead  by  leaps  and  bounds.  Colonel 
Ayres'  chart  shows  that  recovery  was  about  four  times  as  rapid  in 
that  period  as  in  any  like  interval  in  the  history  of  the  United  States. 
When  the  Government  began  to  put  restrictions  upon  industry,  that 

rapid  rise  ceased. 

As  soon  as  the  Government  began  to  put  restrictions  on  hours  of 
labor,  those  restrictions  tended  to  offset  the  effects  of  the  increasing 
price  level.  When  we  pay  out  relief  in  great  quantities,  that  proced- 
ure also  helps  to  keep  more  rigid  the  wage  rates,  so  that  they  cannot 
be  adjusted  to  new  levels.  There  has  been  no  adequate  downward 
adjustment  of  wage  rates.  The  restrictionists  did  everything  they 
could,  as  I  see  it,  to  prevent  recovery.  The  price  level  increase,  I 
believe,  is  the  only  thing  which  has  kept  conditions  as  good  as  they 
are.    My  opinion  is  that  the  slow  but  continuous  rise  in  prices  is 
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what  has  accounted  for  the  great  improvement  in  business  which 
we  have  had  recently. 

Senator  McCarran.  I  think  you  have  dven  a  very  clear  exphina- 
tion.  "  •  ^ 

Senator  Hatch.  Thank  you  very  much,  Doctor. 

STATEMENT  OF  GUS  W.  DYER,  VANDERBILT  UNIVERSITY  NASH- 

JmrirnTT^^^^'   REPRESENTING  THE   SOUTHERN   INDUSTRIAL 
CO  uNCIIi 

Senator  Hatch.  Please  state  your  name  and  where  you  live 

Mr.  Dyer    Gus  W.  Dyer,  Vanderbilt  University,  Nashville,  Tenn. 

Senator  Hatch.  You  represent  the  Southern  Industrial  Council « 

Mr.  Dyer.  Yes,  sir.  ^* 

Senator  Hatch.  You  may  proceed. 

Mr  Dyer  I  would  like  to  make  a  brief  statement,  and  then  I 
will  be  glad  to  answer  any  questions,  or  you  can  stop  me  at  any 
point,  it  you  wish  to  ask  questions.  Not  that  I  feel  I  can  answer 
your  questions,  but  I  will  make  an  attempt  to  do  so. 

I  am  here  simply  trying  to  state  certain  conclusions  with  respect 
to  what  1  believe  the  practical  effect  of  the  30-hour  law  will  be 
upon  industry. 

The  sole  purpose  of  this  law  as  expressed  in  the  bill  is  to  bring 
about  general  economic  recovery.  It  has  to  do  only  with  general 
econoniic  recovery  and  tlie  functions  of  the  Federal  Government 
in  relation  to  business.  Hence  the  criticism  of  the  bill  will  be  lim- 
ited to  these  two  spheres— the  economic  principles  and  measures 
advocated  and  the  functions  of  government  expressed  in  relation 
to  business. 

In  substance  the  bill  compels  practically  all  business  concerns  to 
reduce  hours  of  labor  to  30  hours  per  week  and  specifies  that  6  hours 
shall  be  fixed  as  a  day's  work.  Hence  the  week's  work  must  be  done 
m  o  days.  It  further  specifies  that  it  shall  be  unlawful  for  any 
employer  to  reduce  directly  or  indirectly  the  daily,  weekly,  or 
monthly  wage  rate  in  effect  at  the  time  the  law  goes  into  effect 

laking  40  hours  as  the  average  of  a  week's  work  under  the  present 
system  the  change  from  a  44-hour  week  to  a  30-hour  week  would 
mean  an  arbitrary  increase  in  wages  of  33%  percent. 

The  necessary  limits  of  time  and  conditions  in  general  prohibit 
any  extended  argument  or  any  use  of  data  in  support  of  positions 
taken.  About  all  I  can  do  is  to  advance  certain  opinions  and  con- 
clusions with  a  very  limited  statement  for  my  reasons  for  holdin<r 
these  opinions  and  drawing  these  conclusions.  This  of  necessity 
makes  my  criticism  very  limited  and  inadequate. 

The  probable  effect  of  the  proposed  law  on  business  in  general 
and  on  economic  recovery,  as  I  see  it,  would  be  as  follows: 

l^irst,  it  would  close  many  business  concerns  and  throw  a  very 
large  number  of  workers  out  of  employment.  It  is  conceded  by  all 
that  a  very  large  number  of  business  concerns  at  tlie  present  time 
are  practically  making  no  profits  at  all.  Many  are  losing  inoney 
Many  are  making  a  very  small  profit.  Few  are  making  nune  than 
a  fair  return  on  their  investment.  A  very  large  proportion  of  those 
in  the  groups  that  are  losing  money,  that  are  making  no  money,  and 
that  are  making  very  small  profit,  it  is  believed  would  be  forced  out 
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of  business.  They  could  not  stand  an  arbitrary  increase^  m  costs 
of  331/3  peix^nt  in  wages.  It  would  be  extremely  difficult  lor  many 
that  are  now  making  fair  profits  to  stand  such  a  shock 

Second,  the  proposed  law  would  bring  an  unusual  hardship  on 
the  small  industries  and  on  small  business  concerns  m  general,  ihe 
bier  corporations  could  use  their  reserves  and  their  superior  credit 
to'carry  them  over  perhaps,  but  the  smaller  industries  would  have 
to  fight  for  their  lives  under  such  an  usually  heavy  burden  and  it  is 
believed  that  many  of  them  would  be  forced  into  bankruptcy.  Ihe 
generally  accepted  theory  that  the  big  corporations  have  driven  out 
the  small  industries  is  without  foundation.  A  very  large  proportion 
of  the  manufacturing  in  this  country  today  is  carried  on  by  small 
industries  as  the  following  figures  will  show: 

In  1929  there  were  210,950  manufacturing  establishments  in  tais 
country.  7,426  worked  no  wage  hours  at  all;  95,767,  or  practically 
one-half,  worked  from  1  to  5  wage  hours;  53,524  worked  f I'om  6  to 
20  wage  hours;  25,022  worked  from  21  to  50  wage  hours;  12.467 
worked  from  51  to  100  wage  hours.  Over  1 1/2  million  employees 
worked  in  factories  that  employed  from  1  to  50  employees.  Over 
21/9  million  worked  in  factories  employing  from  1  to  10.)  employet^ 
More  than  194,000  of  the  210.000  factories  worked  from  1  to  100 

employees.  ^  i- ^i    ^  •   x  ^v.^? 

Senator  Austin.  What  is  the  source  of  that  information  i 

Mr.  Dyer.  The  census  of  1929. 

It  seems  we  are  in  danger  of  being  misled  on  the  theory  of  a  propo. 
sition  like  this  by  the  hallucination  that  it  is  the  big  factories  that 
are  affected.  As  a  matter  of  fact,  in  the  South  especially  the  fac. 
tories  are  small.  Not  only  are  these  small  factories  existing,  but 
they  are  theoretically  in  competition  with  the  big  concerns,  lo  put 
a  burden  of  331/2  percent  extra  wage  cost  on  a  small  factory  that  has 
no  reserve,  has  limited  credit,  would  practically  make  it  impossible 
to  continue  in  business.  If  you  would  examine  the  statistics  when 
the  hours  were  reduced  before  and  wages  arbitrarily  increased— 
perhaps  you  have  examined  them— you  would  be  surprised  at  the 
number  of  factories  that  closed.  A  factory  belonging  to  the  presi- 
dent of  the  Southern  Industrial  Conference,  or  of  which  he  was 
president,  closed.  Why?  They  were  mamifacturmg  blankets,  and 
hey  were  selling  them  at  $5.50.  The  additional  burden  of  wages 
forced  them  to  advance  the  price  of  their  blankets  to  $8.  and  tnere 

was  no  sale  for  blankets  at  $8.  ^^  ^„  j; 

Third  the  proposed  ix)licy  would  certainly  reduce  exports  radi- 
cally The  increased  cost  of  production  would  be  a  great  factor  m 
driving  us  out  of  foreign  markets,  and  bring  us  much  nearer  the 
point  that  would  stamp  us  as  a  hermit  nation.  Tins-  policy  would 
be  good  news  to  our  Japanese  friends  and  to  other  foreigners  who 
will  ru^h  in  to  take  advantage  of  the  high  cost  of  production  forced 
on  business  in  this  country  by  the  Government.  .  •„  •-.  • 

As  I  interpret  the  economic  theory  expressed  in  this  bill  it  is  as 
follows :  Men  can't  buy  goods  unless  they  have  money.  Men  are  with- 
out money  today  because  they  are  without  adequate  wages.  1  o  meet 
this  situation  and  to  solve 'the  problem  of  economic  recovery,  we 
will  reduce  the  hourg  of  labor  one-fourth  and  keep  the  w^ges  the 
same,  thus  increasing  wages  for  work  done  331/3  percent.  Ihis  will 
add  millions  to  the  pay  rolls  at  the  higher  wage  rate,  and  out  wiU 
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jump  the  rabbit  from  the  magic  black  hat.  The  theory  is  that  this 
enormous  new  buying  power  created  by  governmental  decree  and 
governmental  legerdemain  will  put  new  life  in  business  and  bring 

back  prosperity.  .        ,      . 

The  idea  that  the  Government  can  bring  about  economic  recovery 
and  restore  normal  business  by  creating  a  huge  new  buying  power 
through  forcing  consumer^  to  make  large  and  continuous  gi Its  to 
employees  is  the  most  conspicuous  economic  fallacy  that  has  ever 
been  seriously  considered  by  people  of  intelligence.  It  hardly  de- 
serves to  be  classed  with  the  fallacy  of  perpetual  motion,  for  this 
fallacy  prevailed  before  the  laws  of  physics  were  generally  known 
and  passed  out  with  the  spread  of  knowledge. 

From  what  source  will  this  increased  buying  power  created  by  acl- 
vancing  wages  331/3  percent  come?  It  could  not  be  taken  from  capi- 
tal Any  considerable  amount  of  this  assessed  on  capital  would  de- 
stroy business,  and  every  man  who  knows  anything  about  business 
knows  that.  This  huge  sum  created  by  arbitrary  increase  of  wages 
would  of  necessity  be  assessed  on  the  millions  of  consumers. 

Senator  Hatch.  We  will  have  to  suspend  now  until  2  o  clock. 

(AVhereupon,  at  12  noon,  a  recess  was  taken  until  2  p.  m.) 

AFTERNOON  SESSION 

The  subcommittee  reconvened   at  the  expiration   of   the   recess, 

Senator  Hatch  (presiding).  Dr.  Dyer,  you  may  finish  your  state- 
ment now. 

STATEMENT  OF  G.   W.   DYER,  REPRESENTING   THE   SOUTHERN 

INDUSTRIAL  COUNCIL— Resumed 

Mr  Dter.  Mr.  Chairman,  when  the  recess  was  taken  I  believe  I 
made'  the  statement  that  the  theory  of  increasing  business  by  arbi- 
trarily increasing  buying  power  through  arbitrarily  raising  wages 
was  an  economic  fallacv.  Of  course,  that  is  an  opinion,  and  others 
mav  have  different  opinions;  but  I  do  not  believe  there  is  a  single 
economist-I  cannot  absolutely  prove  this--of  first-water  ability 
anvwhere  that  would  subscribe  to  that,  and  I  do  not  think  you  will 
find  a  first-water  ability  business  man  that  would  subscribe  to  it. 

I  closed  this  morning  with  a  statement  regarding  the  331/3  percent 
increase  in  wages  in  order  to  create  a  huge  fund  to  increase  buying 
power  to  bring  about  economic  recovery.  ^    -,  1 

From  what  source  will  this  increased  buying  power,  created  by 
advancing  wages  331/3  percent,  come?  It  could  not  be  taken  from 
capital  Any  considerable  amount  of  this  assessed  on  capital  would 
destroy  business.  This  huge  sum  created  by  arbitrary  increase  of 
wages' would  of  necessitv  be  assessed  on  the  millions  of  consumers. 

This  331A  percent  advance  would  be  assessed  on  business  as  an 
extra  cost,  'and  of  necessity  would  be  shifted  to  the  price  of  com- 
modities, and  hence  would  be  collected  from  the  millions  of  con- 
sumers, most  of  whom  are  much  poorer  than  those  to  whom  they 
are  forced  to  give  a  bonus.  u       j- 

The  heavy  advance  in  prices  thus  made  necessary  would  radi- 
cally reduce' the  demand  for  goods,  and  this  would  reduce  production 
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and  close  many  industries,  it  is  believed,  and  force  the  industries 
that  continued 'to  cut  down  employment.  Of  course,  it  is  the  recog- 
nized law  everywhere  that  as  prices  advance,  other  things  being  the 
same,  the  demand  decreases.  Every  industry  would  be  forced  to 
cut  labor  cost  in  every  way  possible  in  order  to  carry  the  extra 
burden.  Every  labor-saving  machine  and  labor-saving  device  pos- 
sible would  be  introduced  to  cut  down  labor  cost.  The  conditions 
created  would  force  business  concerns  to  dismiss  the  slow  workers, 
who  are  often  the  best,  and  inefficient  labor  of  every  type,  and  employ 
only  the  highest-paid  workers. 

Now,  this  money— -unjustly,  as  I  see  it— taken  from  consumers 
and  distributors  as  gifts  to  the  wage  earners  has  just  as  much  buy- 
ing power  in  the  hands  of  the  consumers  as  it  has  in  the  hands  of 
wage  earners.  To  transfer  it  from  one  group  of  buyers  to  another 
group  of  buyers  does  not  increase  buying  power  one  penny,  as  the 
buying  power  of  employees  is  increased  in  exactly  the  same  propor- 
tion as  the  buying  power  of  consumers  decreases. 

The  whole  theory  that  to  draw  a  fund  from  one  group  of  buyers 
and  simply  transfer  it  to  another  group  of  buyers  increases  buying 
power  is  contrary  to  every  principle  of  logic,  as  I  see  it.  Therefore, 
the  theory  that ' business  can  be  stimulated  and  increased  and  re- 
covery can  be  brought  back  by  simply  transferring  money  from  one 
group  to  another,  to  me,  is  decidedly  an  economic  fallacy.  If  a  prin- 
ciple is  sound,  it  is  sound  all  the  way  through.  It  is  not  sound  up  to 
a  certain  point  and  then  becomes  unsound. 

If  the  principle  is  sound  that  new  buying  power  may  be  created 
and  general  prosperity  achieved  by  reducing  the  hours  of  labor  to 
6  hours  a  day  and  increasing  wages  33%  percent,  why  not  reduce 
the  hours  to  5,  4,  3,  2,  1  hour  a  day.  or  just  have  employees  to  come 
down  to  the  factory  at  10  o'clock  in  the  morning  in  their  Cadillacs 
and  leave  their  cards?  If  a  33i/3-percent  advance  in  wages  with  a 
radical  reduction  in  hours  will  bring  ordinary  prosperity,  a  100-per- 
cent increase  in  wages  with  a  more  radical  reduction  of  hours  ought 
to  bring  a  boom  to  business. 

Great  number  of  workers  who  could  make  a  living  working  the 
longer  day  and  maintain  their  American  independence  would  be 
driven  out  of  employment  by  their  Government  and  forced  to  join 
the  great  rapidly  increasing  army  of  dependents.  This  bill  pro- 
hibits men  who  could  support  themselves,  if  free,  from  accepting 
employment  that  would  enable  them  to  take  care  of  themselves  and 
preserve  their  independence. 

Anybody  who  has  had  any  experience  with  labor  knows  that  a 
great  number  of  workers  are  slow.  Often  the  best  workers  are  slow, 
and  you  cannot  speed  them  up.  I  have  one  working  for  me  now 
that  I  think  it  would  be  impossible  to  speed  up.  These  men  could 
easily  take  care  of  themselves  if  they  were  permitted  to  work  what 
is  called  a  reasonable  day  by  men,  but  if  you  force  them  to  work  6 
hours,  you  make  it  impossible  for  them  to  take  care  of  themselves. 
There  is  an  enormous  body  of  workers  who  are  inefficient.  I  have 
only  three  working  for  me  at  the  present  time  and  all  are  inefficient. 
I  live  in  the  country.  If  we  were  under  a  code  I  would  have  to  dis- 
miss all  three  of  them.  I  could  not  keep  them.  And  when  you  raise 
the  wage  rate  and  reduce  the  hours  you,  of  necessity,  force  business 
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to  turn  off  the  great  group  that  should  have  our  special  care,  and 
confine  employment  only  to  the  efficient  and  skilled. 

It  is  believed,  facing  facts  as  they  are,  that  if  this  bill  becomes  a 
law  it  will  increase  the  number  on  Government  charity  by  millions, 
just  as  the  law  under  N.  R.  A.,  after  it  was  passed,  containing  a  mini- 
mum wage  and  reducing  hours  and  raising  wages,  added  millions 
to  the  great  army  of  dependents,  until  today  1  person  out  of  every 
7  in  this  country  is  supported  by  the  Government.  That  means  that 
in  a  village  of  700  people  100  are  receiving  charity.  This  is  perhaps 
the  most  serious  problem  that  comes  up  with  reference  to  this  deal. 
I  consider  it  far  more  serious  than  any  economic  advantage  or 
disadvantage. 

Senator  Hatch.  Dr.  Dyer,  you  would  not  want  to  be  understood  as 
saying  that  the  N.  R.  A.  had  brought  about  that  condition? 

Mr.  Dyer.  It  helped  to  do  it  tremendously,  I  think ;  and  you  can 
see  why.  For  instance,  the  motive  was  fine ;  the  purpose  was  to  help 
the  helpless.  Now,  when  you  put  a  minimum  wage,  say,  of  $14  a 
week  for  girls — I  am  now  speaking  from  practical  business  and  not 
from  theory — a  great  many  people  thought  that  would  mean  that 
the  girl  who  was  getting  $8  or  $9  or  $10  a  week  would  then  get  $14 
a  week.  Not  a  bit  of  it.  It  meant  that  the  girl  who  was  getting  $8 
or  $9  or  $10  a  week  would  be  turned  off,  and  that  the  girls  and  men 
who  could  make  their  living  at  the  lower  wage  would  be  forced  on 
relief.  1  do  not  think  you  can  escape  from  it.  If  you  still  raise 
that  higher  will  it  not  of  necessity  force  a  much  greater  number  on 
relief? 

We  know  that  there  are  a  great  many  men  and  women  who 
cannot  produce  much.  They  could  make  $8  or  $9  a  week.  They 
cannot  produce  $14.  Then  these  restrictions  really  prohibit  them 
from  making  a  living  and  force  them  on  Government  charity.  I 
do  not  see  how  it  can  be  escaped. 

I  do  not  mean  to  say  that  that  is  the  only  thing.  It  contributed, 
I  think,  tremendously  to  it,  because  it  is  a  very  strange  condition 
of  things  that  notwithstanding  the  fact  that  the  Government  has 
distributed  5  billion  dollars  everywhere,  in  every  corner  of  the  coun- 
try, that  under  ordinary  circumstances  should  have  increased  em- 
ployment tremendously,  but  just  the  opposite  has  taken  place ;  with 
all  that  distribution  of  the  5  billion  dollars  the  roll  of  dependents 
has  gone  up  by  millions.  You  cannot  very  well  bring  those  two 
things  together.  I  am  just  expressing  an  opinion  and  trying  to 
put  it  in  a  logical  way.  As  to  charity,  the  Government  can  hardly 
do  a  greater  injustice  to  a  citizen  than  force  him  on  charity. 

Charity  and  equality  of  status  or  independence  are  deadly  enemies. 
If  one  comes  in  the  other  must  go  out.  Charity,  like  narcotics, 
always  injures  the  receiver.  It  destroys  his  indef^endence,  makes 
liiin  think  less  of  himself,  and  tends  to  completely  crush  his  spirit. 
Self-respect  is  the  foundation  of  character  and  manhood,  and  char- 
ify  destroys  self-respect.  Those  who  accept  charity  and  live  on 
charity,  of  necessity,  develop  the  character  and  the  habits  and  atti- 
tude of  the  parasite.  The  more  they  get  the  more  they  demand. 
They  have  no  appreciation  for  the  gifts  they  receive,  and  curse  the 
giver  when  the  gifts  stop.  The  pauperized  may  be  counted  on  to 
hat^  the  government  that  pauperized  them,  and  they  ought  to  hate 
it.    A  government  that  takes  advantage  of  the  ignorance  and  weak- 


\ 


< 


ness  of  its  citizens  to  "  trick  "  them  into  trading  their  priceless  mde- 
pendance  for  a  mess  of  pottage,  deserves  to  be  hated  and  detested. 
Parasitism  is  always  a  despicable,  destructive  force  in  human  society, 
and  parasitism  is  the  natural  product  of  charity. 

I  am  not  against  charity.  We  have  to  distribute  charity.  But 
to  voluntarily  adopt  a  policy  of  the  Government  that  of  necessity 
forces  men  on  charity,  and  forces  them  to  become  parasites  and  tends 
to  destroy  their  manhood  and  character  is  a  most  questionable  thing 

to  do.  .  , 

This  bill  provides  for  an  all-powerful  boycotting  system  to  punish 
and  destroy  indirectly  those  that  it  cannot  reach  directly  for  the 
crime  of  exercising  what  are  conceded  to  be  constitutional  rights. 
If  a  factory,  shop,  hotel  or  other  business  enterprise  not  engaged 
in  interstate  commerce  does  not  conform  to  the  mandates  of  Congress, 
the  Federal  Government,  through  all  of  its  agencies  is  ordered  to 
boycott  such  enterprise  in  every  way  possible.  Government  agencies 
are  not  permitted  to  patronize  such  business  concerns.  The  Govern- 
ment must  refuse  to  make  any  loans  to  such  enterprise  and  must 
refuse  to  renew  any  loans  made.  Not  only  is  it  a  boycott,  but  it 
makes  everybody  that  does  any  business  with  the  Government  line 
up  and  destrov  people  who  are  doing  nothing  but  exercising  their 
constitutional  rights.  I  never  heard  of  such  a  preposterous  condi- 
tion taken  by  any  Government  in  the  history  of  civilization.  I  would 
like  somebody  to  point  me  to  a  single  case  where  the  Government 
has  organized  to  boycott  its  own  citizens  for  exercising  their  con- 
stitutional rights. 

The  right  of  man  to  work  and  maintain  his  independence  is  one 
of  the  fundamental  human  rights  of  civilization.  This  bill  pro- 
hibits him  from  working  sufficiently  to  maintain  himself.  If  he 
works  6  hours  and  cannot  make  a  living  he  is  not  allowed  to  go  on 
and  continue  and  support  himself. 

It  was  one  of  the  inalienable  rights  made  by  Jefferson  in  the 
Declaration  of  Independence — the  inalienable  right  of  the  pursuit  of 
happiness.  It  is  more  fundamental  than  the  right  of  suffrage  or 
the  right  of  free  speech.  I  know  of  no  government,  civilized  or  un- 
civilized, that  has  denied  to  its  citizens  this  fundamental  right. 
The  proposed  law  not  only  repeals  a  principle  of  the  Constitution, 
but  also  repeals  one  of  the  Ten  Commandments :  "  Six  days  shalt 
thou  labor  and  rest  upon  the  seventh  ",  says  the  Commandment. 
But  a  new  commandment  give  I  unto  you,  says  the  new  Moses, 
"  Five  half  days  may  thou  workest  if  thou  feelest  like  it  and  rest  the 
sixth  and  seventh.  If  an  employer  permits  a  man  to  exceed  the 
half-day  limit  by  working  on  the  sixth  day,  he  is  put  into  prison. 
TTiis  is  the  first  time  in  all  history  that  a  government  has  seriously 
proposed  making  it  a  crime  to  keep  a  commandment  given  by  the 
Lord  in  the  Ten  Commandments. 

,,  Senator  Hatch.  Dr.  Dyer,  do  you  think  the  Ten  Commandments 
should  be  amended  and  the  Bible  rewritten,  if  this  law  is  adopted  ? 

Mr.  Dyer.  Evidently,  because  I  think  you  men  who  have  taken 
an  oath  of  office  would  be  considerably  mixed  up  on  that.  Yoit, 
would  have  to  hold  your  hand  on  something  else  unless  vou  changed 
it. 

I  have  stated  just  briefly  the  principles  here.  As  I  said  in  the 
beginning,  they  are  conclusions.    In  the  limited  time  allotted  we 
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are  not  able  to  present  documents.  I  do  not  know  whether  you 
would  read  them  anyway. 

I  have  tried  to  refrain  from  all  technical  terms  and  all  tables 
and  abstract  reasoning,  and  to  come  down  to  practical  business. 

In  the  South  we  have  a  large  number  of  small  factories  that  are 
just  starting  up,  struggling,  of  course,  often  local  men  with  limited 
capital.  That  is  true  in  the  West  as  well,  in  a  large  measure. 
While  the  big  corporations  with  big  reserves  could  for  a  period  stand 
almost  any  extra  cost  put  on  them,  and  I  think  some  of  them  have 
been  living  on  their  reserves,  I  do  not  know  how  long  they  could 
continue. 

But  there  is  a  new  order  of  things  that  has  come,  and  I  think 
some  people  are  not  conscious  of  it.  The  new  industrial  revolu- 
tion brought  on  by  gasoline  and  electricity  has  destroyed  isolation, 
and  has  made  small  towns  in  the  rural  sections  niore  attractive  places 
for  business  and  manufacture  than  the  great  cities. 

In  Tennessee  in  the  last  15  years  we  have  had  a  large  number  of 
big  industries  locate.  They  are  practically  all  in  the  country.  In 
almost  every  town  you  will  find  the  small  factories  going  up,  erected 
by  local  people.  They  have  had  a  hard  tinie,  of  course,  in  this 
depression.  They  have  had  a  hard  time  keeping  open.  Some  have 
not  kept  open,  they  have  no  reserves.  Their  credit  is  limited,  and 
I  do  not  see  how  we  can  escape  the  conclusion  that  to  put  on  them 
this  extra  cost  that  they  could  not  shift  anywhere  but  on  the  con- 
sumer and  the  consumer  would  not  stand  it,  they  would  have  to 
close.  I  can  see  in  the  case  of  hogs  we  thought  we  were  going  to 
bring  about  great  recovery  by  murdering  5,000,000  pigs,  and  the 
result  is  that  I  have  to  quit  buying  breakfast  bacon.  I  cannot 
afford  it.  It  is  only  for  the  rich.  It  is  now  between  30  and  40  cents 
a  pound.    I  had  to  fall  back  on  hamburger. 

It  is  the  consumer  that  controls  business.  You  cannot  put  any- 
thing over  on  the  consumer.  You  can  put  prices  up,  but  with  every 
single  penny  added  a  certain  number  of  people  withdraw,  and  in  the 
end  instead  of  increasing  employment  I  doubt  very  much  whether  it 
would  at  all,  and  I  have  as  a  basis  this:  The  whole  theory  of  the 
N.  E.  A.  was  to  put  men  back  to  work  and,  according  to  the  statistics 
of  the  American  Federation  of  Labor  and  others,  instead  of  putting 
men  to  work  there  are  more  out  of  employment  now  than  before. 
The  whole  thing  has  fallen  down,  and  it  seems  to  me  in  view  of 
that  fact  to  go  right  on  and  repeat  the  thing  in  principle  and  carry 
it  further  is  a  strange  procedure. 

STATEMENT  OF  JACK  E.  G.  FROST,  ASSISTANT  TO  THE  PRESIDENT 
OF  THE  NATIONAL  AUTOMOBILE  DEALERS'  ASSOCIATION,  IN 
BEHALF  OF  THE  NATIONAL  AUTOMOBILE  DEALERS'  ASSOCIA- 
TION 

Mr.  Frost.  Mr.  Chairman  and  gentlemen:  I  represent  the  Na- 
tional Automobile  Dealers'  Association. 

This  organization  is  composed  of  over  30,000  retail  automobile 
dealers.  Our  membership,  therefore,  embraces  approximately  90 
percent  of  all  of  the  enfranchised  automobile  dealers  in  these  United 
States.  This  group  of  automobile  dealers  employs  in  excess  of 
415,000  full-time  employees  and  more  than  12,000  part-time  employ- 
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ees.  The  Department  of  Commerce,  Bureau  of  Census,  figures  dis- 
close that  18  percent  of  the  business  establishments  of  this  country 
are  listed  within  this  group.  We  wish  you  to  understand  that  in  the 
above  figures  we  have  not  included  the  manufacturers  of  automobiles 
or  the  manufacturers  of  petroleum  products  or  other  related  trade 
manufacturing. 

The  reason  for  our  presentation  of  this  statement  in  opposition  to 
the  proposed  30-hour  week  bill  is  the  urgent  request  of  automobile 
dealers  throughout  this  Nation  who  expect  us,  their  representatives, 
to  point  out  the  great  injury  it  could  bring  to  their  business. 

(jonditionjs  within  our  trade  are  greatly  improved.  The  recovery 
program  as  expressed  in  the  Code  for  the  Motor  Vehicle  Retailing 
Trade  has  established  new  hope  throughout  this  great  dealer  body 
and  we  are  definitely  turned  into  the  road  to  recovery.  We  have  not 
received  much  as  yet  in  the  way  of  monetary  gain  but,  on  the  other 
hand,  we  are  creeping  out  of  the  morass  into  which  this  great  trade 
fell  and  are  vigorously  working  to  effect  our  proper  contribution  to 
the  national  recovery.  The  membership  in  this  association,  compris- 
ing the  great  majority  of  all  automobile  dealers  in  the  United  States, 
13  largely  made  up  of  the  survivors  of  the  greatest  depression  in 
the  history  of  this  trade. 

This  trade  is  the  distributing  point  for  the  1,400,000  automobiles 
manufactured  in  1932,  the  1,900,000  automobiles  manufactured  in 
1934,  and  as  may  readily  be  seen,  must  adjust  itself  to  care  for  these 
drastic  changes  in  volume. 

Of  the  415,000  full-time  employees,  approximately  one-third  are 
salesmen.  Historically,  these  men  have  worked  on  a  commission 
basis,  so  their  cost  has  risen  or  fallen  with  the  tide  of  sales.  Guar- 
anteed earnings  to  salesmen  have  been  uncommon  to  this  trade,  but 
as  an  illustration  of  the  desire  and  endeavor  to  assist  in  the  great 
national  recovery  program,  we  point  out  that  here  is  the  only  trade 
to  establish  for  this  type  of  employee  a  fixed  minimum  earning  in 
its  code.  We  cite  this  as  an  example  of  the  desire  and  intention  of 
this  trade  to  support  the  administration's  great  recovery  program. 

Two-thirds  of  our  employees,  with  the  small  exception  of  the 
higher-salaried  employees,  have  received  a  guarantee  of  minimum 
wage  under  the  provisions  of  our  code,  the  Code  of  the  Motor  Ve- 
hicle Retailing  Trade,  which  was  approved  and  became  effective 
October  3,  1933.  Within  this  code  we  have  established  a  maximum 
of  44  hours  per  week  as  it  concerns  employees  other  than  salesmen 
and  the  higher-salaried  employees. 

The  condition  of  this  trade  prior  to  1934,  and  later  than  1931, 
should  be  clearly  understood  before  any  conclusions  are  reached 
which  determine  its  present  ability  to  stand  further  stresses  in  the 
nature  of  increased  costs  of  doing  business.  In  this  connection  we 
can  state  that  this  trade  stood  at  its  own  death's  doorway  and  had 
not  the  application  of  the  general  recovery  program  and  the  code  for 
this  trade  been  made  effective  when  it  was,  we  sincerely  doubt  that 
this  Association  could  have  come  before  you  today  ana  stated  that 
there  were  in  excess  of  15,000  automobile  dealers  in  these  United 
States.  In  support  of  this  statement,  we  file  the  report  of  Deputy 
Administrator  Ammerman  of  the  National  Recovery  Administra- 
tion as  it  recounts  quite  well  the  condition  this  trade  was  in  prior  to 
October  3,  1933. 


358 


THIRTY-HOUR    WORK    WEEK 


This  affidavit  you  will  find  separately  attached  as  exhibit  A.  It 
should  be  further  understood  that  the  figures  of  1,470,000  motor 
vehicles  sold  in  1932  to  the  1,900,000  motor  vehicles  sold  m  1934 
marks  a  degree  of  change  greater  than  indicated  by  practically  any 
other  index.  Pertinent,  therefore,  to  this  point  is  the  statement  that 
these  motor  vehicles  were  sold  by  automobile  dealers  whose  condition 
in  1932  is  quite  well  reflected  by  the  figure  in  total  for  that  year  and 
whose  improvement  from  that  condition  is  well  reflected  in  the  figure 
in  total  for  1934.  Regardless  of  what  credit  may  be  taken  to  other 
industries  in  affecting  this  change  and  regardless  of  the  credit  which 
may  be  taken  within  the  scope  of  the  entire  national  recovery  pro- 
gram, we  feel  secure  in  concluding  that  were  it  not  for  the  effects  of 
the  provisions  of  the  code  of  the  motor  vehicle  retailing  trade  upon 
that  particular  trade,  such  great  degree  of  change  would  never  have 

taken  T3lace. 

To  say  that  the  30,000  automobile  dealers  and  their  415,000  em- 
ployees 'are  enthusiastically  and  energetically  supporting  the  great 
recovery  program  of  this  administration,  is  to  put  the  statement  too 

mildlv.  1  i.  •     J    j:  xu 

We*^  come,  therefore,  as  a  friend  of  the  court  and  as  a  triend  ot  the 

administration  to  advise  in  support  of  this  great  recovery  program 
that  the  step  now  suggested  cannot  be  reasonably  taken  by  this  trade 
and  to  set  forth  the  reasons  therefor.  We  are  certain,  for  otherwise 
we  should  not  chance  an  objection,  that  we  have  reached  an  almost 
irreducible  minimum  as  it  affects  the  maximum  hours  of  the  em- 
ployees of  this  particular  trade. 

Over  two-thirds  of  our  employees  are  engaged  in  the  operation  of 
that  which  is  called  the  "  service  department "  of  this  business.  In 
this  department  we  are  presently  operating  on  a  maximum  hour 
schedule  of  44  hours  per  week.  On  a  30-hour  week,  due  to  the  pecu- 
liarity of  this  business  we  would  not  be  able  to  establish  in  advance 
for  anv  one  week  a  minimum  amount  of  anticipated  work  at  the 
average  for  a  previous  week  without  finding  that  the  maximum 
amount  of  work  required  for  any  one  of  several  days  of  the  week 
would  have  to  be  met  through'  readily  available  additional  em- 
ployees. The  dealership  experiences  within  the  days  of  practically 
any  one  week  great  changes  in  the  volume  of  its  business.  In  other 
words,  we  experience  higher  hills  of  volume  and  lower  valleys  of 
volume  than  does  practically  any  other  trade  about  which  we  are 

informed. 

The  service,  maintenance,  and  repair  of  automobiles  requires  far 
different  rules  for  handling  than  does  practically  any  other  business. 
First  it  is  necessarv  to  consider  the  nature  of  the  commodity  handled. 
Transportation  bv  automobile  is  satisfactory  only  so  long  as  it  is  not 
interrupted  by  any  mechanical  delays.  The  users  of  automobiles  re- 
quire, therefore,  rapid  work  when  their  vehicles  get  out  of  order. 
Changes  in  weather  and  season  affect  this  business  to  a  high  degree. 
Rainv  weather  brings  in  a  volume  of  work  concerned  with  brakes 
and  Ignition  particularly.  Sudden  cold  weather  changes  bring  ra- 
diator and  maintenance 'work  in  volume.  Seasonal  periods  such  as 
spring  and  early  summer  bring  a  volume  of  tourist  trade  into  the 
resort  points  and  often  a  small  decline  in  the  cities.  It  is  not  pos- 
sible to  move  the  men  for  the  total  number  of  man-hours  required 
from  one  city  to  another  in  much  great<ir  degree  than  is  presently 


THIRTY-HOUR    WORK   WEEK 


359 


done  The  44-hour  week  now  established  in  our  code  has  spread  a 
sufficient  amount  of  employment  so  as  to  make  the  employees,  who 
prefer  the  conditions  of  the  city,  stay  near  to  the  dealers  in  cities 
and  pick  up  additional  jobs  which  were  opened  thereby. 

lu  the  cities,  it  is  far  more  simple  to  specialize  the  work  of  this 
tvpe  of  employee  than  it  is  in  the  country  or  smaller  towns.  In  the 
citv  we  can  have  ignition  specialists,  motor  specialists,  body  special- 
ists, and  so  forth.  This  is  not  true  in  the  smaller  points  since  the  vol- 
ume of  each  division  of  this  work  is  not  sufficient  to  make  possible 
this  specialization.  Therefore,  the  class  of  employee  required  in  the 
smaller  communities  is  the  general  all-around  employee  able  to  do 
all  types  of  work  and  this  type  individual  can  demand  steady  work 
when  he  oroes  to  the  smaller  cities  and  towns.  Consequently,  the  de- 
mand in  tlie  smaller  towns,  and  they  comprise  over  half  the  dealers 
in  the  Nation,  are  unable  to  reduce  the  hours  of  work  for  steady 
emplovnient  without  increasing  the  rate  per  hour.  They  would  be 
unable  to  find  a  sufficient  number  of  additional  employees  to  work 
the  needed  additional  14  hours  per  week  either  at  increased  wages 
or  at  the  present  hourly  rate. 

In  this  connection,  we  point  to  factual  studies  taken  from  the 
books  and  records  of  automobile  dealers  located  in  the  District  of 
Columbia.  These  are  typical  of  the  trade.  These  we  have  marked 
as  "  Exhibit  B."  A  glance  at  these  facts  quickly  proves  the  con- 
servatism of  the  following  statement.  A  30-hour  week  would  virtu- 
ally make  it  necessarv  to  keep  a  reserve  supply  of  general-repair 
men  readily  available  ^in  a  number  comprising  almost  46  percent  of 
the  total  regularly  engaged  if  those  regularly  engaged  were  counted 
along  the  line  of  the  average  minimum  required. 

The  average  rate  of  the  employee — those  employees  composing 
two-thirds  of  our  total — is  approximately  62  cents  per  hour,  or 
approximately  $27.50  per  week.  Reference:  Transcript  of  the 
hearing  on  the  Motor  Vehicle  Retailing  Trade  Code  in  that  section 
covering  the  remarks  of  Dr.  Seltzer  appearing  in  the  interest  of 
labor  on  the  part  of  that  department.  In  the  instance  of  a  shop 
wherein  10  employees  were  able  to  dispose  of  the  volume  of  work 
above  described  as  the  minimum,  which  could  be  anticipated,  10 
men  working  a  maximum  of  40  hours  per  week  would  consume  a 
total  of  440  hours  at  an  expense  of  $272.80  per  week.  If  these  men 
were  to  receive  an  equivalent  amount  per  week  to  that  presently 
received  the  30-hour  week  would  require  an  average  of  91  cents  per 
hour  instead  of  the  present  62  cents  per  hour. 

The  present  average  earning  of  these  employees  is  not  sufficiently 
high  as  to  be  regarded  as  a  sum  which  can  be  distributed  among 
more  employees,  at  least  with  results  that  could  contribute  to  the 
general  recovery.  The  choice,  then,  lies  between  reduction  of  these 
wages,  which,  in  our  opinion,  should  not  be  reduced,  while  adding 
more  men  at  the  same  wage  in  order  to  cope  with  the  demands  of 
the  work  or  continuing  the  present  average  weekly  earning  for  em- 
ployees and  handling  of  the  required  additional  140  hours  per  week 
of  work  through  an  additional  cost  of  $127.40  per  week.  This  would 
maintain  the  present  average.  This  would  cost  the  automobile  dealer, 
therefore,  $6,644  additional  per  year  for  the  handling  of  the  work 
set  forth  in  the  above  example. 
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Pertinent  to  the  following  point  is  the  fact  that  50  percent  of  the 
automobiles  sold  by  this  trade  are  sold  in  towns  with  a  population 
of  10,000  and  less.  Approximately  50  percent  of  the  automobile 
dealers  in  this  trade  sell  50  and  less  cars  per  year.  Obviously,  over 
60  percent  of  this  trade  is  represented  in  small  towns. 

The  code  under  which  this  trade  operates  provides  a  maximum  of 
44  hours  per  week.  We  find  no  surplus  of  available  employees  in 
the  smaller  towns  sufficient  to  cope  with  the  extreme  peaks  above  a 
safe  minimum  which  this  trade  experiences  throughout  its  regular 
week's  work.  In  this  connection  we  cite  a  specific  example  m  Sara- 
toga, N.  Y.,  where  within  this  year  just  past  it  was  necessary  for 
the  dealers  operating  at  this  semi'resort  point  to  request  an  exemption 
from  the  restrictions  of  their  code  with  a  maximum  of  44  hours  per 
week.  Many  other  such  exceptions  were  likewise  requested.  These 
dealers  experienced  a  demand  on  the  part  of  the  public  which  could 
not  be  satisfied,  either  through  the  use  of  their  regular,  full-time 
employees  at  44  hours  maximum  or  through  the  complete  exhaustion 
of  the  supply  of  additional  employees  available  at  this  point.  Even 
though  this  town  is  close  to  Albany  and  not  far  from  the  city  of 
New  York,  it  was  impossible  to  meet  the  demands  of  the  public  and 
the  resulting  volume  of  business,  since  the  required  additional  em- 
ployees were  not  available.  Furthermore,  over  50  percent  of  onr 
dealers  located  in  these  smaller  communities  find  it  presently  diffi- 
cult under  the  44-hour-week  provision  to  obtain  the  needed  qualihed 
extra  employees  to  meet  the  peaks  of  demand  upon  their  business. 

Either  the  public  must  pay  the  bill  or  the  dealer  must  pay  the 
bill.  The  conditions  within  this  trade  are  such  as  to  positively  let 
us  conclude  that  we  are  unable  to  pay  the  additional  cost  which 
would  be  imposed  through  a  30-hour  week.  May  we  again  explain 
that  our  emplovees  cannot  stand  the  reduction  in  weekly  earnings 
which  would  result  from  the  continuation  of  their  present  hourly 
rate  multiplied  by  30  hours  per  week  work.  Dropping  14  hours  per 
week  of  work  at  their  present  hourly  rate  would  reduce  their  earn- 
ings to  such  a  point  as  to  make  it  impossible  for  them  to  live  and 
spend  in  a  fashion  conducive  to  an  improved  social  and  economic 
condition.  The  workers  themselves  are  clamoring  for  more  hours 
per  week,  indicating  a  willingness  to  work  more  hours  in  order  to 
increase  the  sum  total  of  their  pay  check  at  the  end  of  the  weeks 
work  The  trade  has  no  cash  surplus  from  which  to  draw  this 
added  cost  nor  has  it  any  presently  anticipated  increase  m  current 
earnings  from  which  to  draw  any  added  cost.  Consequently,  only 
one  means  of  paving  this  bill  would  remain  and  that  m  the  views  of 
this  trade  would*^constitute  an  unsound  move  at  this  time.  To  charge 
the  public  more,  to  raise  prices  and  to  therefrom  expect  to  pay  the 
bill  appears  as  a  great  and  dangerous  step  to  take. 

In  conclusion,  permit  us  to  therefore  point  out  that  we  are  faced 

with  one  of  three  choices : 

First,  to  reduce  the  weekly  pay  check  of  our  present  employees 
one-third  of  its  total  amount;  or 

Second,  to  increase  the  cost  of  our  dealers  by  over  40  percent  m 

their  pay  roll ;  or  ^      ..  , ,  1^:1  1        ^ 

Third    to  create  an  extra  supply  of  suitable  qualified  employees 

for  this  trade  amounting  to  40  percent  of  the  number  presently 
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employed  and  to  keep  them  standing^  by  hoping  to  get  14  hours  per 
week  of  work  at  the  present  average  hourly  rate. 

The  first  choice  we  certainly  do  not  want  to  make  since  our  em- 
ployees have  also  suffered  through  the  depression  and  should  now 
have  an  opportunity  to  be  rewarded  with  at  least  a  living  wage. 

The  second  choice  embraces  the  need  for  continuing  our  present 
employees  average  weekly  earning  while  at  the  same  time  engaging 
additional  employees  at  that  same  average  weekly  earning,  reduced 
to  hours  and  working  these  additional  employees  the  needed  14  extra 
hours.  This  raises  our  dealers'  payroll  cost  over  40  percent  and  we 
can  assure  any  who  care  to  investigate  that  our  dealers  are  positively 
unable  to  stand  this  increased  cost  and  that  if  such  were  imposed 
without  a  proportionate  raise  in  prices  to  the  public  it  would  bank- 
rupt vast  numbers.  We  cannot  believe  that  the  public  is  able  to  pay 
this  increased  cost  if  such  were  transferred  in  its  proper  ratio  to 
the  prices  we  charge  for  our  work. 

The  third  choice  of  keeping  a  stand-by  force  of  more  than  40  per- 
cent more  men  than  now  are  engaged  in  order  to  get  the  necessary 
man-hours  of  work  would  mean  that  this  stand-by  force  at  our  pres- 
ent average  hourly  wage  would  not  be  earning  a  living  wage  with 
that  figured  against  14  hours.  Furthermore,  we  are  certain  that 
there  are  not  a  sufficient  number  of  properly  qualified  men  available. 

Furthermore,  w^e  are  presently  operating  under  a  code  establishing 
the  minimum  wage  scale  itself,  so  obviously  we  are  not  left  the 
choice  described  as  our  third  choice  wherein  we  could  continue  the 
present  average  hourly  rate  and  at  the  same  time  fill  our  require- 
ments for  the  total  man-hours.  We,  therefore,  again  conclude  that 
only  one  of  two  choices  is  ours,  unless  the  Government  gave  us  relief 
in  the  amount  of  the  wage  and  those  can  be  summed  up  in  one  con- 
clusion. If  the  30-hour  week  were  imposed  on  this  particular  trade 
we  would  have  to  raise  our  costs  and  not  being  able  to  afford  to 
absorb  these  costs  we  would  have  to  transfer  them  to  our  customers. 
We  are  sure  that  our  customers  would  object  vigorously  and  that 
the  effects  of  such  a  raise  could  do  nothing  but  reduce  the  volume  of 
our  sales  and  thereby  bring  further  difficulties  and  create  a  new 
depression  in  this  trade. 

The  National  Automobile  Dealers  Association,  representing  this 
trade  which  reaches  into  every  State  in  the  Union  and  penetrates 
into  the  largest  cities  and  smallest  towns,  would  be  dilatory  in  its 
duty  were  it  not  to  express  the  deep  gratitude  this  trade  feels  it  ow^es 
the  administration  which  gave  it  the  code  and  gave  the  Nation  the 
great  recovery  program.  The  objections  we  have  raised  to  the  pro- 
posed 30-hour  week  bill  are  the  result  of  calm  study  on  the  part  of 
our  members  and  their  insistent  demand  from  every  State  that  we 
convey  to  this  body  the  reason  for  their  objection.  At  44  hours  per 
week  per  employee  we  feel  we  have  almost  reached  the  irreducible 
minimum  and  in  this  our  dealers  are  supported  by  their  415,000 
employees.  Therefore,  both  the  voice  of  30,000  dealers  and  that  of 
their  415,000  employees  must  be  brought  forcibly  to  this  body.  We 
appeal  and  beg  of  you  to  not  convert  the  progress  in  recovery  we 
are  now  experiencing  into  the  chaos  of  loss  from  which  we  are  just 
emerging. 
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Senator  Hatch.  Are  there  any  questions,  Senator  Austin? 

Senator  Austin.  No. 

Senator  Hatch.  Thank  you,  Mr.  Frost. 

Mr.  Conover,  you  may  proceed  now. 

STATEMENT  OF  JTJUAN  D.  CONOVER,  SECRETARY  THE  AMERICAN 

MINING  CONGRESS 

Mr  CoNOVER.  As  arranged  with  the  chairman,  this  is  somewhat  of 
a  joint  presentation.  I  should  like  to  ^^ke  .»  general  statemeut  in 
behalf  of  the  mining  industry  as  a  whole,  which  will  be  followed  by 
statements  from  representatives  from  different  branches  of  the  in- 
dustry and  from  different  mining  companies  who  are  very  much 
interested  in  this  subject.  We  shall  all  be  very  glad  to  try  to  save 
the  time  of  the  committee  and  to  give  any  information  we  can  that 

^  The  purpo^  of  this  proposed  legislation  is  to  increase  employment 
and  waires  Without  any  doubt  everybody  would  be  happy  to  con- 
tribute to  that  accomplishment.  Could  we  believe  that  this  m^a^;"'^ 
would  effect  its  purpose  we  would  support  it.  The  fact  that  the 
minimr  industry  has  spread  employment  to  the  greatest  nossible 
decree;  even  to  the  extent  of  operating  properties  at  a  loss  and  carrv- 
inS  on  unneeded  development  work,  is  evidence  of  o"^,  sympathy 
wi'th  the  objectives  of  this  bill.  However,  we  oppose  the  bill  be. 
cause  we  believe,  and  think  we  know,  that  it  would  not  only  fail  to 
accomplish  its  purpose  but  would  be  an  effective  bar  to  that  accom- 
plishment by  susi^nsion  of  the  operation  of  normal  recuperative 

forces. 

Briefly  stated  we  oppose  this  bill.  , ,    i.    i.  ^i    x 

First.  Because  it  does  not  recognize  the  inexorable  fact  tliat  .^^ges 
are  and  can  be  paid  only  out  of  the  product  of  labor.  This  bill 
would  reduce  the  product  of  labor  and  therefore  would  in  the  end 
inevitably  reduce  real  wages  in  terms  of  net  purchasing  power,  re- 
gardless of  their  measure  in  money.  We  want  to  increase  the  net 
purchasing  power  of  wages  to  the  greatest  practicable  extent.     Ihis 

bill  would  reduce  it.  .     •     x-c  ui         i  r    «  *u« 

Second.  Because  legislation  of  this  type  is  justifiable  only  on  the 
assumption  that  labor  is  not  receiving  all  that  it  earns— that  is,  its 
full  share  of  the  goods  produced— whereas  it  is  a  matter  of  common 
knowledge,  evidenced  by  the  shrinking  assets  of  employers,  that  labor 
is  receiving  its  full  wage,  if  not  more,  in  t^rms  of  the  value  of  the 
products  of  industry.  The  inability  generally  of  mineral  producers 
to  get  the  price  and  volume  of  sales  necessary  to  coyer  cost,  of  which 
labor  on  tVie  whole,  in  the  final  analysis,  constitutes  more  than  90 
percent,  is  a  fact  which  can  be  easily  verified  from  governmental 

sources  i 

Third  Because  it  will  decrease  employment  in  two  ways,  namely : 
(a)  It  will  increase  the  cost  of  goods,  and  hence  the  price  of  goods; 
heiice  it  will  diminish  the  consumption  of  goods  and  therefore  de- 
crease the  labor  employed  in  the  production  of  goods;  (6)  it  will 
stimulate  production  only  of  those  goods  which  can  be  produced 
with  the  least  possible  employment  of  labor;  the  immediate  effect 
will  be  to  shift  production  to  those  places  and  establishments  having 
Ihe  lowest  cost  of  production  in  terms  of  labor  hours. 
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Although  these  fundamental  objections  to  this  bill  have  application 
to  industry  generally,  it  is  the  duty  of  the  American  Mining  Con- 
gress, which  represents  the  principal  branches  of  the  mineral  in- 
dustry of  the  United  States,  to  inform  you  in  particular  of  the  re- 
pressive effect  this  measure  would  have  on  the  production  of  minerals 
and  the  employment  of  labor  therein. 

The  mining  industry  is  in  general  operating  under  an  8-hour  day 
and  40-hour  week,  except  in  the  case  of  anthracite  coal,  in  which  a 
48-hour  week  is  in  effect,  and  bituminous  coal,  in  which  a  7-hour 
day  and  35-hour  week  were  fixed  by  code  on  April  1,  1934. 

The  8-hour  day  is  a  basic  feature  of  underground  mining.  In 
the  larger  and  deeper  mines,  employing  large  numbers  of  men,  there 
are  many  miles  of  underground  workings,  and  considerable  time  is 
required  in  getting  to  or  from  the  working  places.  A  careful  check 
in  one  of  the  large  mines  of  Idaho  recently  showed  an  average  of 
only  6  hours  and  36  minutes  at  the  working  places,  and  a  similar 
i  check  in  the  mines  of  Utah.  California,  and  several  other  States  has 
shown  only  about  6  of  the  total  8  hours  actually  spent  at  the  face. 

With  such  a  condition  prevailing,  reducing  the  shift  from  8  to 
6  hours  would  mean  in  reality  a  reduction  of  the  working  time  to 
only  4  to  41/2  hours,  and  would  hence  mean  a  far  greater  decrease 
in  production  per  shift  than  indicated  by  the  ratio  of  8  to  6.  The 
6-hour  shift  would  make  it  extremely  difficult  if  not  impossible  to 
carry  out  the  necessary  cycle  of  operations— including  preparation 
of  the  working  place  (with  removal  of  the  broken  01^.  and  timbering 
where  necessary),  setting  up  the  drill,  drilling  of  the  holes,  dis- 
mounting and  removing  the  drill,  charging,  and  blasting— all  of 
which  must  be  completed  in  one  shift  in  order  that  the  powder  smoke 
may  be  cleared  away  before  the  next  shift  goes  to  work.  To  have  this 
cycle  completed  by  other  men,  on  a  split-shift  basis,  would  be  im- 
practicable and  exceedingly  dangerous.  The  necessity  of  blasting 
at  the  end  of  the  shift  and  thereafter  allowing  a  sufficient  time  for  the 
toxic  gases  to  be  cleared  from  the  mine,  for  unexploded  holes  to  be 
A  located  and  reported,  and  other  precautionary  measures  taken  for 
the  safety  and  health  of  the  men  is  universally  recognized,  and  the 
United  States  Bureau  of  Mines  and  the  various  State  mining  bureaus 
have  emphasized  the  need  of  such  procedure. 

The  increased  cost  for  direct  labor  under  the  proposed  law  in 
most  industries  would  be  331/3  percent.  In  other  words,  a  reduction 
from  8  to  6  hours  per  day,  or  25  percent,  without  reduction  of  the 
daily  wage,  would  mean*^an  increase  of  33%  percent  in  the  wage 
rate  per  hour.  In  underground  mining  operations,  however,  the  in- 
crease in  labor  cost  would  be  considerably  more  than  this,  due  to 
the  greater  proportionate  reduction  in  time  spent  at  the  working 
place.  Thus,  where  the  actual  effective  working  time  under  a  nomi- 
nal 8-hour  day  is  at  present  only  6  hours  per  day,  this  would  be  re- 
duced to  only  4  hours  per  day— a  reduction  of  331/3  percent  in  effec- 
tive hours— which  would  mean  an  increase  of  50  percent  in  the 
wage  paid  for  each  hour  of  actual  work. 

Labor  is  the  largest  item  of  cost  in  underground  mining,  repre- 
senting over  50  percent  of  the  direct  cost  of  most  operations.  Hence 
this  bill  would  impose  an  immediate  and  large  increase  in  costs  of 
production.    Such  an  increase,  under  present  conditions,  would  neces- 
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sitate  the  closing  of  so  many  operations  as  actually  to  reduce  the 
employment  of  labor  instead  of  increasing  it.  ,         .11 

The  foregoing  affects  not  only  the  mining  industry,  but  the  mills, 
smelters,  reduction  plants,  and  refineries.  To  secure  any  kind  ot 
efficiency  and  economy,  the  work  and  the  processes  at  these  plants 
must  be  continuous.  Supplies  of  crude  ore  or  concentrates  from 
the  mines  must  be  forthcoming  as  needed.  The  mines,  in  turn,  are 
dependent  on  the  smelters  for  the  purchase  and  reduction  of  their 
ores.  Mining  and  the  reduction  processes  are  interdependent;  any 
measure  which  affects  one  adversely  is  detrimental  to  both. 

Continuous  operation  of  smelters  if,  of  course,  contingent  upon 
sufficient  ore  receipts.  Few  smelters  in  the  United  States  at  this 
time  are  fortunate  enough  to  have  such  receipts.  This  insufficiency 
adds  to  the  difficulties  and  to  the  expense.  The  additional  cost  en- 
tailed by  the  proposed  6-hour  day  and  30-hour  week,  added  to  the 
difficulties  arising  from  irregular  supplies,  must  necessarily  be  re- 
flected in  the  price  received  by  the  miner  for  his  product.  The 
cumulative  effect  of  this  increased  cost  of  smelting,  added  to  the 
increased  cost  of  mining,  would  bear  heavily  upon  the  mine  operator. 

The  products  of  the  mining  industry  are  basic  raw  materials,  the 
prices  of  which  are  largely  fixed  in  international  markets.  In  some 
cases  it  would  perhaps  be  possible  to  pass  the  increased  cost  on  to 
the  consumer,  but  with  most  mineral  commodities  the  major  part  of 
the  increased  cost  would  undoubtedly  fall  upon  the  producer.  This 
is  particularly  true  where  foreign  competition  is  a  factor,  as  it  is  in 
most  cases,  and  where  large  excess  stocks  are  now  on  hand.  With 
the  present  large  domestic  stocks  of  nonferrous  metals,  for  exam- 
ple, a  rise  in  price  commensurate  with  the  increase  in  cost  entailed 
by  this  bill  can  scarcely  be  hoped  for.  Prices  of  metals  and  min- 
erals usually  change  slowly,  whereas  the  increase  in  cost  would  be 
immediately  effective. 

Many  mines  have  been  operating  at  a  loss  m  order  to  give  em- 
ployment and  to  avoid  the  heavy  expense  of  a  shut-down.  Other 
mines  have  recently  reopened  in  the  hope  that  conditions  were  im- 
proving sufficiently  to  enable  them  to  operate.  The  imposition  of 
increa^d  cost  through  the  proposed  law  would  reduce  or  wipe  out 
the  present  slight  margin  of  some  mines,  and  increase  the  operating 
loss  of  others,  and  would  cause  many  proi^erties,  employing  large 
numbers  of  men,  to  suspend  operations.  Other  mines  which  are 
now  contemplating  reopening  would  find  any  possibility  of  doing 
so  indefinitely  postponed.  These  statements  are  substantiated  by 
representative  telegrams  from  many  mining  companies  and  associa- 
tions which  we  wish  to  submit  for  the  record  in  this  hearing. 

Senator  Hatch.  They  will  be  received  and  considered,  but  not 

(The  telegrams  above  referred  to  will  be  found  in  the  files  of  the 

committee.)  ^-^j.^. 

Mr.  CoNovER.  The  proposed  law  would  inevitably  cause  a  shift  to 
those  materials  in  which  the  smallest  amount  of  labor  is  employed. 
Thus,  anthracite  and  bituminous  coal,  in  which  the  direct  labor  cost 
is  GO  to  70  percent  of  the  total  cost  of  production,  would  suffer  fur- 
'  ther  loss  of  business  to  oil  and  gas,  which  have  a  very  small  propor- 
tion of  labor  cost.  Within  the  anthracite  and  bituminous  coal  in- 
dustries themselves,  as  well  as  in  the  iron  ore  industry,  the  copper 
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industry,  and  others,  there  would  be  a  pronounced  tendency  to  m- 
crease  the  production  of  the  open-pit  or  strip  mines,  in  which  large 
power-driven  shovels  are  used,  with  the  employment  of  compara- 
tively few  men  and  a  high  production  per  man.  There  would  be  a 
corresponding  decrease  in  the  production  of  the  underground  mines, 
which  have  a  lower  production  per  man,  and  in  which  far  more  men 

are  employed. 

It  should  be  borne  in  mind  that  many  mines,  both  coal  and  metal, 
are  now  operating  only  3  or  4  days  a  week.  Even  if  under  the  pro- 
posed law,  with  its  higher  costs,  they  should  still  be  able  to  produce 
and  sell  as  much  ore  or  coal  as  at  the  present  time,  they  would  simply 
give  their  present  employees  an  additional  half-day's  or  day's  work 
per  ^eek,  and  would  not'add  any  men  to  the  pay  roll. 

In  view  of  all  these  conditions  it  can  be  stated  definitely  that  the 
proposed  law  would  result  in  a  net  decrease  rather  than  an  increase 
of  employment. 

The  seasonal  nature  of  certain  parts  of  the  mining  industry  should 
also  be  given  serious  consideration.  This  applies  particularly  to  coal 
mines,  for  which  storage  of  the  product  is  impracticable,  and  which 
can  only  be  operated  to  meet  demand  as  it  arises.  Open-pit  and 
dredging  operations  in  the  colder  parts  of  the  country  and  Alaska, 
and  many  of  the  smaller  mines  located  in  mountainous  regions,  can- 
not be  operated  in  the  winter  months.  In  order  that  the  men  de- 
pendent on  such  mines  may  earn  an  adequate  annual  wage,  to  sup- 
port them  during  the  periods  that  the  mines  are  not  operating,  it  is 
imperative  that  their  weekly  hours  during  the  periods  Avhen  it  is 
possible  for  them  to  work  should  not  be  unduly  reduced.  In  such 
cases,  to  spread  the  small  amount  of  work  available  over  a  larger 
number  of  men  would  be  manifestly  unfair,  and  would  result  in 
totally  insufficient  annual  earning  power  for  all  men  employed. 
"With  present  excess  capacity,  the  development  of  new  ore  bodies 
may  not  seem  to  be  important  at  this  time,  yet  w^e  must  not  lose  sight 
of  the  fact  that  mining  is  a  wasting  industry,  that  the  present  ore 
bodies  will  evenually  be  exhausted,  and  that  if  no  new  deposits  are 
developed  to  take  the  place  of  those  new  being  mined,  we  may  find 
our  great  manufacturing  industries  without  adequate  supplies  of 
certain  raw  materials  needed  for  operation.  The  development  of 
new  ore  bodies  ordinarily  requires  several  years.  It  carries  risks 
which  will  not  be  undertaken  if  the  costs  of  such  work  are  made  pro- 
hibitive through  legislation  such  as  here  proposed.  The  purpose  of 
this  bill  is  to  increase  and  not  to  stifle  employment.  Mariiet  de- 
mand limits  the  amount  of  employment  in  the  extraction  or  produc- 
tion of  minerals,  but  there  is  no  limit  to  employment  in  the  field  of 
exploration  and  development  of  new  mines.  A  large  proportion  of 
the  present  unemployment  in  the  mining  field  has  been  caused  by  the 
discontinuance  of  prospecting  and  development,  and  the  proposed 
30-hour  week  would  intensify  rather  than  alleviate  this  condition. 

The  general  effect  of  the  proposed  law  on  the  mineral  resources 
of  the  country  would  be  distinctly  wasteful  and  anticonservational. 
Increased  costs  would  in  many  cases  force  the  practice  of  selective 
mining — that  is,  the  taking  out  of  only  the  richer  portions  of  ore 
bodies — leaving  behind  the  associated  lower-grade  material  which, 
due  to  caving  of  workings  and  other  causes,  would  frequently  never 
be  recovered.     Some  of  the  mines  forced  to  shut  down  would  never 
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reopen  at  all  because  of  the  high  cost  of  reequiping,  retimbering,  and 
■  dewatering  which  could  not  be  amortized  over  the  remaining  ore  re- 
serves. It  should  also  be  borne  in  mind  that  the  practice  of  selective 
mining,  involving  extraction  of  the  higher  grade  ores,  results  in  the 
employment  of  the  fewer  men  per  unit  of  product. 

Wlien  it  is  considered  that  nearly  half  of  the  population  in  some  of 
our  Western  States  and  large  communities  in  the  Middle  Western. 
Eastern,  and  Southern  States  are  dependent,  directly  or  indirectly, 
on  the  operations  of  mines,  it  is  evident  that  the  results  of  legisla- 
tion such  as  is  being  considered  would  be  of  a  most  serious  and  far- 
reaching  character.  In  many  of  these  communities  the  mines  afford 
the  only  means  of  livelihood,  and  when  they  are  closed  the  entire 
population  is  left  without  means  of  subsistence. 

I  have  a  very  large  number  of  telegrams  here.  I  might  read  a 
few  of  them  just  to  illustrate  the  sentiment  that  members  of  the 
mining  industry  have  expressed.  Here  is  one  from  Mr.  Robert  E. 
Tally,  president  United  Verde  Copper  Co. : 

New  York  City,  February  11,  1935. 

JUUAN  CoNovia, 

Secretary  American  Mming  Congress, 

Munsey  Building,  Washington,  D.  C: 

Analysis  shows  proposed  SO-hour  week  legislation  if  passed  would  increase 
cost  production  copper  in  Arizona  and  other  metal-mining  States  to  an  extent 
that  these  industries  would  be  ruined  and  I  hope  the  American  Mining  Con- 
gress will  actively  protest  and  do  everything  possible  to  defeat  such  legislation. 

Robert  E.  Talle\'. 
President  United  Verde  Copper  Co, 

We  have  several  others  from  Arizona  which  I  shall  not  take  time 
to  read,  indicating  the  number  of  men  who  would  be  thrown  out  of 
employment;  one  mine  with  500  men,  another  with  950  men,  and 
so  on,  where  the  margin  is  so  small  that  they  would  be  forced  to  sus- 
pend operations. 

Here  is  one  from  Robert  S.  Palmer,  secretary  Colorado  Mining 
Association : 

Denver,  CoiX).,  February  8,  1935. 

Julian  D.  Conovee, 

Secretary  American  Mining  Congress, 

Munsey  Building,  Washington,  D.  C: 

Colorado  mining  industry  would  be  paralyzed  by  the  passage  of  the  proposed 
6-hour  and  5-day  week  law.  Operations  great  distances  from  community  cen- 
ters would  be  handicapped  beyond  reason.    Miners,  operators,  and  lessees  unite 

in  urging  defeat  of  this  bilL 

Colorado  Mining  AssodAiioN, 

By  Robert  tS.  Palmer,  Secretary. 

One  from  the  executive  committee,  Idaho  Mining  Association,  by 
J.  W.  Gwinn,  secretary : 

Secbefaby  American  Mining  Congress, 

Washington,  D.  C: 
Please  present  this  wire  protesting  against  the  adoption  of  the  30-hour  week 
before  the  Judiciary  subcommittee.  Such  a  bill  would  ruin  efforts  now  being 
made  to  increase  mining  activity  and  relieve  unemployment  in  the  State. 
Many  mines  now  operating  unprofitably  on  40-hour  schedule  and  depleting  ore 
reserves  on  low  market  solely  to  furnish  employment  to  their  organization 
will  be  forced  to  close  if  30-hour  week  adopted  thus  adding  many  more  to 

the  relief  rolls. 

Executive  Committee,   Idaho  Mining  Association. 
By  J.  W.  GwiNN,  Secretary. 
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One  from  Mr.  J.  F.  Woodbury,  secretary  New  Mexico  Chapter  of 
the  American  Mining  Congress: 

Silver  City,  N.  Mex.,  February  8,  1935. 

Julian  D.  Conover, 

Secretary  American  Mining  Congi'ess, 

Washington,  D.  C: 

Your  wire  relative  to  30-hour  bill  received.  Have  talked  with  operators  and 
am  advised  that  the  effect  of  such  bill  would  be  to  close  down  the  few  opera- 
tions that  are  now  being  carried  on  which  would  add  to  the  existing  unem- 
ployment situation.  There  are  few  mines  now  operating  and  these  are  not 
profitable.  The  loss  which  would  be  incurred  by  the  passage  of  the  30-hour 
l»ill  would  be  greater  than  close-down  expense,   hence  result   mentioned. 

J.   F.  WOODBl'RY, 

Secretary  New  Mexico  Chapter. 

t^Here  is  one  from  the  Tri-State  Zinc  &  Lead  Ore  Producers  Asso- 
ciation : 

PicHEB,  Okla.,  February  8,  1935. 

American  Mining  Congress, 

Washington,  D.  C: 

Tri-State  mines  now  operating  at  average  loss  of  over  $1  per  ton  of  con- 
centrates and  unless  prices  improve  many  are  ready  to  shut  down.  Estimate 
proposed  30-hour  week  will  increase  labor  costs  alone  approximately  $2.50  per 
ton  which  certainly  will  promptly  shut  down  many  operations.  Most  mines 
i»perate  a  single  8-hour  shift  5  days  per  week  and  not  over  3  weeks  out  of  4 
during  past  year.  Shorter  day  would  not  increase  number  of  shifts  per  week 
and  only  possible  increase  in  employment  would  be  in  few  best  operations 
which  might  stand  increased  costs  and  be  able  to  add  men  in  mines  to  main- 
tain tonnage  and  in  few  concentrating  mills  such  as  central  mill  and  tailing 
mills  where  operations  must  be  continuous  through  24  hours.  Any  possible 
increase  in  employment  certainly  Avill  be  much  more  than  offset  by  decreased 
number  of  operations.  All  operators  join  in  vigorous  opposition  to  proposed 
law  feeling  it  will  be  disastrous  to  industry  already  marginal. 

Tri-State  Zinc  &  Lead  Orb  Producers  Association. 

M.  D.  Harbaugh,  Secretary. 

Here  is  one  from  the  Utah  Chapter  of  the  American  Mining  Con- 
gress : 

Salt  Lake  City,  Utah,  February  8,  1935. 
American  Mining  Congress, 

Munsey  Building,  Washington,  D.  C: 

Thirty-hour  bill  as  proposed  would  greatly  decrease  instead  of  increase 
unemployment  in  our  industry  here  and  would  result  in  complete  suspension 
of  large  part  of  such  work  as  is  now  in  progress  because  6-hour  day  is  physi- 
cally impossible  in  our  underground  work.  Bill  also  contemplating  an  increase 
in  pay-roll  expense  which  cannot  be  borne  by  many  companies  under  present 
and  prospective  metal  prices.  Recent  survey  by  state  F.  E.  R.  A.  shows  more 
than  50  percent  of  Utahs  unemployed  heads  of  families  were  formerly  employed 
by  metal  mines  and  smelters  and  this  bill  will  make  that  situation  worse. 

Utah  Chapter,  American  Mining  Congress. 

Senator  Hatch.  Have  you  any  questions,  Senator  Austin  ? 

Senator  Austin.  No. 

Mr.  Conover.  If  there  are  no  questions,  Mr.  Chairman,  I  should 
like  to  introduce  Mr.  Madeira,  Executive  Director  of  the  Anthra- 
cite Institute. 

Senator  Hatch.  All  right;  we  will  now  hear  Mr.  Madeira. 
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STATEMENT  OF  LOUIS  C.  MADIERA,  III,  EXECUTIVE  DIRECTOR 

ANTHRACITE  INSTITUTE 

Mr.  Madeira.  My  name  is  Louis  C.  Madeira  III.  I  am  execu- 
tive director  of  the  Anthracite  Institute,  a  trade  organization  repre- 
senting a  vast  majority  of  the  anthracite-producing  coal  companies^ 
and  I  am  also  the  authorized  representative  of  the  Anthracite  Coal 
Operators  Association,  a  similar  organization,  representing  some 
30  or  40  other  companies  not  memlSrs  of  the  Institute.  I  have 
been  connected  with  the  anthracite  industry  for  over  20  years. 

In  behalf  of  the  anthracite  industry,  I  desire  to  i*egister  its  oppo- 
sition to  the  30-hour  week  bill  proposed  by  Senator  Black,  not  only 
on  the  fundamental  grounds  stated  by  others,  but  on  the  specific 
ground  that  the  operation  of  the  act  would  destroy  the  anthracite 
industry,  and  cause  irreparable  injury  to  those  who  look  to  it  for 
employment. 

Anthracite  or  hard  coal  is  mined  in  a  limited  area  in  the  eastern 
part  of  Pennsylvania,  and  is  largely  a  domestic  fuel.  The  industry 
has  been  paying  war-time  wages  for  the  past  15  years,  and  efforts 
to  effect  a  reduction  in  accordance  with  economic  trends,  have  always 
been  thwarted.  The  result  is  an  excess! velv  high  labor  cost  of  pro- 
duction with  loss  of  markets  to  substitute  fuels  such  as  oil,  gas.  and 
electricity,  where  wage  rate  are  lower  and  the  labor  costs  of  pro- 
duction is  a  less  important  factor. 

Our  position  in  this  respect  is  similar  to  that  of  the  bituminous 
industry  which  registered  its  opposition  to  this  bill  last  week,  except 
that  the  anthracite  industry  has  suffered  even  more  extensively.  Lost 
markets  of  anthracite  already  equal  40  percent  of  the  capacity  of 
the  niines,  and  this  is  due  largely  to  inroads  of  competitive  fuels. 
A  critical  condition  has  thus  developed  in  this  industry,  forcing  many 
operations  to  be  closed  or  abandoned,  and  creating  permanent  unem- 
ployment for  approximately  50,000  men  formerly  working  in  and 
around  the  mines. 

The  effect  of  the  30-hour  law  on  this  critical  situation  in  the 
anthracite  industry  is  obvious.  The  labor  cost  of  producing  anthra- 
cite is  about  70  percent  of  the  total  cost,  and  may  for  the  purpose  of 
illustration,  be  placed  at  $3  or  more  per  ton.  To  reduce  hours  from 
48  to  30  would  cut  working  time  37i/^  percent.  To  so  cut  the  working 
time  and  maintain  present  weekly  earnings  as  the  30-hour  bill 
requires,  would  increase  the  labor  cost  per  ton  for  all  anthracite 
about  GO  percent  or  $1.80  per  ton.  But  this  is  not  all.  Since  anthra- 
cite is  sold  in  a  number  of  sizes,  and  the  smaller  sizes  known  as 
"  steam  sizes  "  compete  with  bituminous,  oil,  and  gas  in  such  a  way 
that  tliey  cannot  be  sold  at  a  profit,  the  entire  increased  cost  of 
production  would  have  to  be  borne  solely  by  the  domestic  sizes,  which 
constitute  a  little  more  than  one-half  of  the  entire  production.  This 
would  mean  an  addition  of  nearly  $3.50  per  ton  to  the  selling  price 
of  eg^,  stove,  and  chestnut  anthracite,  such  as  is  used  to  heat  homes, 
in  order  to  absorb  the  increased  labor  cost  imposed  on  tlie  entire  out- 
put of  the  30-hour  bill.  Such  a  price  would  open  the  flood-gates  of 
competition  from  substitute  fuels,  and  would  result  in  closing  down 
many  more  anthracite  operations,  and  throwing  out  of  employment 
many  more  miners. 
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Another  competitive  factor  in  this  industry  is  the  importation  of 
foreign  coal  along  the  Eastern  Seaboard,  which  is  anthracite^s  logi- 
cal and  natural  market.  Russian,  German,  Welsh,  and  English  coals 
now  enter  our  ports  free  of  duty  to  the  extent  of  nearly  a  half  a  inil- 
lion  tons  a  year.  It  can  readily  be  seen  what  effect  this  free  foreign 
coal  has  on  the  employment  situation.  It  is  obvious,  therefore,  that 
the  passage  of  this  act  would  operate  to  the  further  advantage  of 

foreign  fuels. ,  ,. 

Let  is  also  be  remembered  that  anthracite  is  primarily  a  domestic 
fuel  which  makes  its  production  a  seasonal  business,  requiring  peak 
periods.  The  supply  and  demand  curve  follows  closely  a  temperature 
chart.  For  this  reason,  it  is  necessary  to  run  the  mines  48  hours  a 
iweek  in  winter,  and  even  then  cold  snaps  sometimes  produce  dangers 
of  shortage.  The  inflexible  30-hour  week  would  prevent  adequate 
service  to  the  public,  or  would  require  that  surplus  facilities  be  niam- 
taincd  at  great  expense  during  normal  periods,  and  would,  therefore, 
work  iireparable  harm  to  the  industry. 

In  the  anthracite  industry  the  bill  would  not  only  defeat  its  pur- 
poses, but  would  work  veritable  havoc.  "  Business  chaos,  bankrupt- 
cies, insolvencies,  misery,  destitution,  and  want ",  the  very  calamities 
which  the  bill  professes  to  remedy  would  be  the  inevitable  result  of 
the  operation  of  the  bill,  not  only  to  the  miners  and  their  families, 
but  to  entire  communities  now  dependent  upon  this  industry.  The 
railroads  which  carry  the  product  would  likewise  suffer  tremendous 
loss  of  income  and  contribute  to  unemployment.  Entire  cities  would 
be  afflicted  and  the  flow  of  taxes  would  be  stopped. 

In  practical  operation,  the  bill  could  not  be  applied  to  the  anthra- 
cite industry.  In  some  industries,  it  may  be  possible  to  employ  men 
on  short  shifts,  and  thus  by  work  sharing,  give  employment  to  others, 
but  in  the  anthracite  industry,  this  is  impracticable.  The  very  char- 
acter of  the  industry  involving  the  extraction  of  coal  under  all  kinds 
of  mining  conditions,  precludes  any  continuous  shifting  of  employees 
from  one  location  to  another.  ^ 

In  closing,  let  me  again  remind  you  that  the  enactment  of  this  bill 
would  bring  extreme  distress  to  an  industry  which  is  already  suffer- 
ing by  reason  of  a  loss  of  markets  to  competing  fuels,  and  would 
further  add  to  the  unemployment  in  the  anthracite  field. 

Senator  Hatch.  Have  you  any  questions,  Senator  Austin? 

Senator  Austin.  Yes:  I  want  to  ask  one  question.  Mr.  Madeira, 
how  do  vou  arrive  at  the  percentage  stated,  of  371/2  percent  of  re- 
duction of  working  time,  in  reducing  the  work  week  from  40  hours; 
oh,  you  reduce  it  from  48  hours  ? 

Mr.  Madeira.  We  have  a  48-hour  week,  and  you  take  18  hours  off 

that. 

Senator  Hatch.  I  was  wondering  about  your  statement  where  you 
said  it  would  destroy  your  industry.  My  thought  was  turned  to  the 
section  in  the  act  which  provides  that  upon  submission  of  satis- 
factory proof  exemption  permits  might  be  granted.  Do  you  con- 
i>ider  that  possible  in  connection  with  your  industry? 

Mr.  Madeira.  I  do  not,  frankly,  Mr.  Chairman. 

Senator  Austin.  Do  you  understand  that  that  goes  to  exemptions 
of  the  industries  ? 

Mr.  Madeira.  I  thought  it  was  for  individuals. 
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Senator  Austin.  We  would  have  to  exempt  every  man. 

Mr.  Madeira.  That  was  why  I  did  not  dwell  on  it  more. 

Senator  Hatch.  That  is  the  provision,  that  persons  employed  in 
that  industry  could  be  exempted. 

Mr.  Madeira.  That  would  be  very  impracticable. 

Senator  Hatch.  That  is  what  I  asked  yon.  whether  fliat  'provi- 
sion would  afford  any  relief. 

Mr.  Madeira.  I  do  not  see  how  it  could;  that  is  why  I  did  not 
mention  it. 

Senator  Hatch.  You  do  not  think  that  provision  provides  any 
remedy  ? 

Mr.  Madeira.  No,  sir. 

STATEMENT  OF  W.  L.  HAEHNLEN.   CHAIRMAN  OF  BOARD  THE 
TONOPAH  MINING  CO.  OF  NEVADA,  PHILADELPHIA,  PA. 

Mr.  Haehnlen.  Mr.  Chairman,  I  have  heard  Mi*.  Conover's  state- 
ment, and  I  cannot  add  anything  to  what  he  has  said.  I  think  it  is 
a  well-drawn  statement,  and  I  hope  the  committee  will  jrive  atten- 
tion to  it. 

There  is  one  thin^  that  I  noted  in  connection  with  this  bill;  that 
is,  the  large  employers  of  labor  would  be  the  large  mine.  The  small 
operator  would  not  count.  The  large  mine  is  very  naturally  a  lower- 
grade  mine,  and  the  labor  differential  would  be  so  close  it  would 
decrease  operations. 

The  Tonopah  mine  is  one  of  the  largest  producers  in  the  world. 
About  5  years  ago  we  found  that,  largely  due  to  the  low  price  of 
metals,  and,  in  addition,  quit«  largely  owing  to  labor  costs,  we 
were  obliged  to  give  up  operations.  We  were  operating  at  a  loss. 
So  we  took  the  property  and  leased  it.  That  is,  the  mine  is'divideil 
into  sections,  and  each  of  these  is  leased  to  1  miner  or  1  or  2  asso- 
ciated miners.  They  are  making  money.  But  if  we  had  to  employ 
miners  and  do  the  operating  ourselves  we  would  be  operating  in 
the  red  today.  Those  men  are  working  for  the  most  part  56  hours 
a  week — 7  days  at  8  hours  per  day. 

As  Mr.  Conover  said,  a  large  number  of  these  American  under- 
ground or  deep  mines  have  a  large  amount  of  underground  workings. 
In  our  mine  we  have  over  50  miles  of  underground  working.  When 
you  pay  your  workers  from  collie  to  collie  you  get  little  work  out 
of  them.  Any  increase  in  wages,  particularly  33%  percent,  would 
put  a  great  many  of  the  mines  out  of  business.  We  cannot  advance 
the  price  and  pass  it  on  to  the  consumer  at  the  prices  today. 

We  are  particularly  interested  in  the  railroad.  We  are  running 
a  lOO-mile  railroad  there  which  is  the  life  artery  to  all  southern 
Nevada.  An  increase  in  cost  would  put  that  railroad  completely  out 
of  business. 

Senator  Austin.  You  mean  by  that  statement  that  the  real  support 
for  the  railroad  is  the  mine  product  ? 

Mr.  Haehnlen.  Absolutely.  About  2  years  ago  we  were  practi- 
cally out.  We  were  back  about  2  years  in  our  taxes.  A  great  many 
of  the  mines  were  closed  down  on  account  of  the  low  metal  prices, 
and  we  were  about  to  "  give  up  the  ghost "  when  the  metal  prices 
advanced  and  our  leases  began  to  make  a  little  money. 


Senator  Austin.  I  hope  you  will  not  have  to  endure  the  pain  of 
giving  up  the  operation  of  the  railroad.  ,  -i     /-.       4. 

Mr.  Haehnlen.  I  saw  the  local  authorities  in  Esmeraldo  County. 
They  said  they  were  being  pressed  for  money  and  the};  wanted  ta^es. 
I  said,  "  We  have  no  money  but  you  can  have  that  railroad.  They 
said  they  did  not  want  the  railroad.  .  ^  .1    ^ 

The  point  I  want  to  get  down  to  is  that  one  thing  is  contributory 
to  another— your  mines,  your  railroad,  your  smelters.  And  of  course, 
we  help  the  'Southern  Pacific  in  their  branch  line.  We  would  never 
begin  to  earn  operating  expenses  if  it  were  not  for  our  road. 

Personally,  I  am  heartily  in  favor  of  shorter  hours  and  better 
wages.  I  think  some  of  us  will  live  to  see  a  30-hour  week.  But  you 
cannot  force  it  by  legislation.  It  will  have  to  come  gradually  m 
different  industries.  . 

Senator  Hatch.  Can  you  tell  me  what  population  of  Nevada  is 
dependent  on  the  mining  industry?  , .       ,       1 

Mr.  Haehnlen.  I  would  say  over  50  percent.  I  would  rather  have 
you  ask  Senator  McCarran  or  Senator  Pittman  that  question. 

This  is  of  vital  importance  to  that  State.  It  would  absolutely 
put  these  Nevada  mines  out  of  business.  You  can  understand  that 
a  small  mine  with  a  high  grade— say,  a  small  mine  with  $50  gold 
ore— could  afford  to  pay  miners  almost  anything,  but  when  you  are 
operating  on  anywhere  from  $8  to  $10  gold  ore,  the  labor  differential 
is  very  important. 

Senator  Hatch.  Has  not  the  silver  program  under  the  Government 

helned  ? 

Mr.  Haehnlen.  Yes.  Our  railroad  would  be  out  of  business  if 
it  had  not  been  for  this  silver  program  of  the  Government. 

Senator  Hatch.  I  come  from  New  Mexico,  and  our  people  want 
a  litttle  higher  price  than  that. 

Mr.  Haehnlen.  Of  course,  it  would  be  very  nice  to  get  it,  though 
somebody  will  have  to  pay  the  price. 

STATEMENT  OF  A.  E.  BENDELARI,  PRESIDENT  EAGLE-PICHEE 

MINING  &  SMELTING  CO. 

Mr.  Bendelari.  Mr.  Chairman,  I  am  president  of  the  Eagle-Picher 
Mining  &  Smelting  Co.  We  operate  lead  and  zinc  mines  and  reduc- 
tion plants  in  the  tri- State  district  of  Oklahoma,  Kansas,  and  Mis- 
souri and  in  Arizona.  In  making  my  brief  statement,  I  would  like  to 
preface  it  by  saying  that  for  20  years  the  average  price  of  zmc  con- 
centrates was  $44,  whereas  today  it  is  $26.  So  that  makes  quite 
a  handicap  under  which  to  work. 

The  lead  and  zinc  mines  of  the  tri-State  district  are  operating 
at  a  loss  at  the  present  time.  It  has  always  been  the  practice  to 
regulate  the  wage  scale  in  accordance  with  the  sales  price  of  con- 
centrates. If  the  30-hour-week  bill  should  go  into  effect  now, 
it  is  estimated  it  would  increase  labor  costs  alone  $2.50  per  ton  of 
concentrates,  which  would  of  necessity  shut  down  practically  all  the 
the  mines  under  existing  prices  and  keep  many  of  them  down 
even  under  higher  prices.  This  would  materially  decrease  employ- 
ment rather  than  give  additional  work. 
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The  past  year,  due  to  market  demand  for  ore,  the  mines  were 
able  to  operate  only  about  50  percent  of  the  time,  which  has  given 
labor  an  average  of  considerably  less  than  30  hours  per  week.  In 
this  district  the  operations  above  ground — that  is,  the  mill  and 
surface  work — could  be  adapted  to  the  6-hour  shift  with  no  great 
loss  of  efficiency.  However,  most  of  the  employees  work  under- 
ground, and  such  a  large  portion  of  the  shift  is  spent  in  getting  to 
and  from  the  working  places  that  a  shorter  shift  would  very  materi- 
ally decrease  the  result  per  hour  when  averaged  over  the  shift. 

Zinc  and  lead  mines  in  the  Western  States,  in  addition  to  the 
disadvantages  of  the  tri-State  district,  have  the  added  difficulty  of 
isolation  and  resulting  housing  problem.  Most  isolated  camps  are 
now  overtaxed  in  this  respect  even  under  the  40-hour  week.  The 
employees  are  dissatisfied  due  to  the  fact  that  in  many  cases  the 
men,  after  working  their  short  period,  are  abliged  to  pay  their 
expenses  while  waiting  for  the  balance  of  the  week  to  expire  as  well 
as  maintaining  homes  elsewhere. 

I  would  say  that  this  little  mine  that  we  have  in  Arizona  produces 
silver  and  gold;  so  even  though  the  price  of  lead  and  zinc  was  very 
low  we  were  able  to  put  it  in  operation  last  summer.  Our  camp 
there  is  dependent  on  this  mine,  and  when  the  mine  is  shut  down  I 
do  not  suppose  there  are  20  people  there.  When  the  mine  is  in 
operation  there  are  600  people;  that  is,  including  their  families. 
The  mine  employs  about  280  people.  When  we  started  that  opera- 
tion we  had  about  100-percent  American  labor.  Those  fellows  who 
go  to  those  places  go  there  to  make  what  money  they  can,  and  they 
do  not  seem  disposed  to  work  5  days  and  lay  off  2  days.  The  re- 
sult is  that  half  our  force  is  Mexican  labor.  They  will  do  that 
when  the  American  will  not. 

STATEMENT  OF  CHARLES  MILNE  SEYMOFIl,  KNOXVILLE,  TENN. 

Mr.  Seymottt?.  Mr.  Chairman,  I  am  a  member  of  the  executive 
committee  of  the  board  of  directors  of  the  American  Zinc  &  Lead 
Smelting  Co.  While  I  am  a  lawyer  I  have  had  intimate  contact 
with  metal  mining  since  1905. 

I  do  not  want  to  rehash  what  you  gentlemen  have  heard  about 
mining  in  general,  but  I  would  like  to  point  out  a  few  things  that 
our  company  is  doing  which  I  think  are  representative  of  the  zinc 
industry  as  a  whole. 

My  company  has  at  present  about  1,500  employees,  practically 
all  men,  of  course.  We  are  operating  mines  and  concentrating  mills 
in  east  Tennessee  at  Moscot  and  in  the  so-called  "  tri-State  field  "  of 
Missouri,  Kansas,  and  Oklahoma.  Most  of  the  metal  produced  is 
from  our  smelters  at  East  St.  Louis  and  Hillsboro,  111.,  although  we 
have  arrangements  with  some  of  the  smelters  in  Arkansas  and  other 
places  because  those  companies  themselves  are  not  able  to  do  enough 
to  be  independent  in  business.  We  liave  the  ore  concentrate  shipped 
from  Tennessee.  It  goes  to  Columbus,  Ohio,  where  we  have  reduc- 
tion works  and  from  which  we  make  zinc  oxide  which  is  used  in  the 
rubber  and  paint  trades. 

On  account  of  the  fact  that  my  particular  company  is  able  to  sell 
stone  as  a  byproduct  to  the  railroads  and  for  roadmaking  and  for 
agricultural  purposes  in  Tennessee  and  the  adjacent  States,  and  be- 


cause of  the  fact  that  it  is  a  sulphide  ore  running  high  m  sulphur 
and  we  get  sulphuric  acid  as  a  byproduct  which  is  used  m  the  steel 
trade  and  very  largely  in  making  fertilizer  as  in  phosphate,  we  are 
able  to  operate.  At  Mascot,  Tenn.,  we  have  a  capacity  for  2,000  tons 
per  day.  We  have  the  lowest-grade  zinc  area  in  the  world.  We  get 
about  22  to  25  pounds  of  zinc  out  of  each  2,000  pounds  of  crude  ore 
taken  out  of  the  mine.  We  have  a  mining  cost  which  I  thmk  the 
management  is  proud  of. 

We  have  450  men  at  work  there  now  and  an  average  of  approxi- 
mately 2,000  who  are  wholly  dependent  upon  that  business.  We  own 
2,000  acres  of  land  where  the  property  is  located. 

I  know  it  to  be  a  fact,  and  this  is  not  in  any  way  intended  as  a 
threat,  but  is  simply  a  statement  of  regrettable  fact,  that  if  this  law 
were  enacted  we  would  have  to  completely  shut  that  property  down. 
No  only  that,  but  we  would  have  to  shut  down  the  plant  at  Columbus, 
Ohio.  "  We  would  have  to  shut  down  our  smelters.  Unfortunately, 
we  would  have  to  drop  about  1,500  men  off  our  pay  roll.  That,  I 
think,  is  typical  of  the  situation. 

We  have  prospective  operations  in  the  State  of  Washington  that 
if  industrial  conditions  justify  we  w^ould  open  up,  but  we  would 
have  to  suspend  that  idea. 

You  gentlemen  no  doubt  know  a  great  many  of  these  things  better 
than  I  do,  but  zinc  is  in  a  highly  competitive  position,  so  far  as  the 
world  at  large  is  concerned.  It  occurs  all  over  the  world  and  it 
occurs  very  frequently  associated  with  other  metals  and  is  so  fre- 
quently produced  as  a  byproduct  that  there  is  always  a  supply  on 
hand.  The  world  supply  is  staggering.  We  have  in  the  United 
States  a  supply  that  depresses  the  price  of  ore  as  well  as  the  finished 
product,  and  t  think  it  is  true  today  that  the  present  price  of  zinc 
metal  is  about  as  low  as  it  has  been  in  20  years  and  the  American 
market  is  about  33  percent  below  the  average  cost  of  production. 

Senator  Hatch.  How  much  is  it  below  the  cost  of  production? 

Mr.  Seymour.  The  market  price  is  approximately  33  percent,  I 
believe,  below  actual  cost  of  producing  metal  today.  I  am  speaking 
now  about  the  average.  I  believe  our  particular  company  is  doing 
a  little  better  than  that,  but,  in  any  event,  the  actual  expense  of  apply- 
ing this  law  to  our  pay  roll  would  mean  an  additional  expense  of 
$50,000  a  month  and  it  would  take  only  a  few  months  for  it  to  absorb 
the  little  surplus  that  we  have  been  able  to  build  up  in  the  last  10  or 
12  years,  while  we  have  not  been  paying  any  dividends  whatsoever 
to  the  stockholders,  although  we  have  kept  the  mines  running. 

We  have  very  frequently  during  the  last  few  years  operated  our 
mines  solely  for  the  purpose  of  keeping  the  men  employed,  to  keep 
them  from  starving  to  death,  and,  incidentally,  to  keep  our  organiza- 
tion intact.  We  are  storing  metal  today.  We  have  to  carry,  for  the 
amount  invested  in  the  business,  what  would  be  considered  by  some 
people  enormous  inventories  of  raw  ore  and  finished  products  and 
products  for  process  and  manufacture. 

Senator  Austin.  I  am  very  much  interested  in  your  statement  that 
you  had  the  lowest  price  for  many  years.  I  was  wondering  if  there 
is  any  reaction  of  that  upon  consumption.  Do  you  have  a  large 
consumption  ? 

Mr.  Seymour.  Do  you  mean  domestic  consumption? 

Senator  Austin.  Yes. 
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Mr.  Seymour.  The  consumption  is,  approximately,  30,000  tons  a 
month — between  300,000  and  350,000  tons  a  year. 

Mr.  Bendelari.  There  were  50,000  tons  a  month  before  1929.  That 
has  dropped  down  to  about  28,000  tons  today. 

Senator  Austin.  Do  you  attribute  that  to  price  in  any  wayl 

Mr.  Seymour.  Not  at  all.  I  attribute  that  to  the  lack  of  industrial 
demand.  I  think  the  steel  industry  is  the  largest  single  user  of  zinc, 
is  it  not,  Mr.  Bendelari? 

Mr.  Bendelari.  Steel  and  brass. 

Mr.  Seymour.  In  other  words,  the  farmer,  I  believe,  is  the  best 
customer  for  our  product  in  the  metallic  form.  Not  all  zinc  com- 
panies make  their  zinc  into  oxide  as  a  pigment  for  the  rubber  or 
paint  trades. 

Senator  Austin.  Is  your  reduction  in  volume  of  consumption 
reflected  in  unemployment? 

Mr.  Seymour.  Yes;  it  is  with  our  company.  I  do  not  desire  to 
mention  names,  because  I  am  not  authorized  to  make  statements  for 
other  companies,  but  I  happen  to  be  an  attorney  for  at  least  three 
other  very  large  companies  in  the  United  States  that  produce  zinc 
and  they  also  produce  other  metals.  There  is  unemployment  in  all 
of  our  towns. 

Senator  Austin.  What  proportion  of  the  men  customarily 
employed  in  your  camps  are  now  unemployed? 

Mr.  Seymour.  In  our  particular  company  in  Tennessee  we  have 
deliberately  built  up  our  forces  out  of  the  native  population  and 
granted  them  the  opportunity  and  encouraged  them  to  have  their 
own  homes  nearby.  We  do  not  have  at  Mascot,  for  instance,  an  exces- 
sive number  of  men  on  relief.  We  have  been  able  to  assist  them  to 
get  to  their  homes  in  the  country  and  they  are  living  there.  We  are 
supporting  some  of  them.  When  they  have  nothing  coming  to  them 
we  are  giving  them  tickets  by  which  they  get  something  to  eat  and  to 
w^ear  and  on  the  theory  that  they  will  attempt  to  work  it  out  later  on, 
when  we  are  able  to  give  them  employment. 

Senator  Austin.  Is  your  price  reflected  in  the  wages  to  your 
employees  ? 

Mr.  Seymour.  No  ;  that  is  to  say,  since  we  went  on  the  President's 
reemployment  agreement,  as  modified  in  the  Zinc  Code,  we  have  been 
paying  the  code  wages  with  respect  to  zinc,  and  our  byproduct  is 
sold  under  the  code  to  others  who  conform  to  that  code. 

Senator  Austin.  Does  the  reduction  of  consumption  affect  your 
hours  of  employment  ? 

Mr.  Seymour.  It  has  affected  our  shifts ;  that  is  to  say,  frequently 
we  have  only  operated  3  days  a  week.  For  a  while  we  had  to  operate 
only  2  days  a  week  to  keep  from  getting  excessive  stocks  and  exhaust- 
ing our  credit  at  the  bank  for  working  capital. 

Senator  Austin.  Are  you  operating  on  a  profit? 

Mr.  Seymour.  My  company  last  year  operated  on  a  profit  of  4  per- 
cent net  on  its  capital;  but  I  am  inclined  to  believe  that  that  is  an 
unusually  good  i-ecord,  so  far  as  the  zinc  industry  is  concerned. 
Would  you  not  think  so,  Mr.  Bendelari  ? 

Mr.  Bendelari.  Yes. 

Senator  Austin.  What  are  the  prevailing  hours  per  week  and  the 

rates  of  pay  ? 
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Mr.  Seymour.  At  the  present  time,  and  we  are  hoping  that  might 
continue  throughout  the  winter  months  until  these  men  would  have 
an  opportunity  to  plant  gardens,  for  instance,  say,  until  the  1st  of 
March,  we  are  operating  on  5  days  a  week  at  Mascot,  Tenn.,  and  at 
•Columbus,  Ohio,  except  that  in  our  continuous  operation  we  have  to 
work  7  days  a  week;  but  the  men  who  work  in  the  continuous  opera- 
tion do  not  work  over  40  hours  a  week.  In  other  words,  we  are 
geared  up  to  a  5-day,  40-hour  week  basis.  We  have  the  whole  thing 
geared  up  on  that  basis ;  of  course,  we  could  perhaps  eventually  go 
to  a  6-hour  shift  if  we  had  to,  but  the  time  element  enters  into  it. 
You  have  to  adjust  a  great  many  more  things  than  the  time  of  the 
man  who  works  before  you  are  on  a  basis  that  will  make  the  ma- 

<?hinery  function. 

Mr.  CoNOVER.  Mr  Chairman,  we  have  no  more  witnesses.  We  ap- 
preciate your  courtesy  very  much. 

Senator  Austin.  If  you  are  through  with  the  oral  testimony,  Mr. 
Chairman,  I  want  to  put  into  the  record  a  statement  of  Mr.  Sidney 
E.   Cornelius,   manager.   Manufacturer's   Association   of   Hartford 

County,  Hartford,  Conn. 

(Mr  Cornelius'  statement  is  as  follows:) 

Honorable  Chairman,  and  Members  of  the  Senate  Judiciary  Subcommittee: 
The  Manufacturers'  Association  of  Hartford  County,  in  Connecticut,  is  com- 
posed of  more  than  one  hundred  manufacturers  who  employ,  at  the  present 
time,  about  45,000  workers. 

In  behalf  of  this  group  of  manufacturers  we  offer  strenuous  opposition  to 
the  passage  of  S.  87,  known  as  the  "  30-hour  week  bill." 

We  sympathize  with  and  wish  insofar  as  possible  to  assist  in  every  construc- 
tive effort  to  alleviate  or  cure  the  present  unprecedented  unemployment  situa- 
tion but  are  sincerely  of  the  opinion  that  this  measure  will  not  and  cannot 
have  the  effect  intended.  On  the  contrary,  many  unnecessary  hardships  would 
be  imposed  both  upon  the  employers  and  those  at  present  employed. 

A  large  proportion  of  Connecticut  manufacturing,  and  especially  Hartford 
County,  is  of  a  specialized  as  distinguished  from  a  standardized  type,  requiring 
highly  skilled,  individually  trained  mechanics.  They  are  not  available  in  suffi- 
cient numbers  to  replace  those  whose  operating  time  would  be  curtailed  under 
a  6-hour  shift  plan.  Furthermore,  mechanics  are  not  interchangeable  on 
specific  jobs  in  many  of  our  industries,  as  they  might  be  in  repetitive  processes 
under  less  exacting  types  of  manufacture.  As  examples  of  this :  Die  work  of 
many  kinds;  pattern  work;  heat  treating;  tool  and  machine  designing;  and 

tool  making.  ,  .  ,    .     ^^  i.      ^ 

It  is  our  contention  that  the  maximum  working  week  in  the  present  codes — 
so  long  as  they  are  in  effect— should  in  fact  be  increased  generally,  and  that  a 
greater  <legree  of  flexibility  should  be  provided  for  overtime,  peak  periods, 

averaging,  etc.  ,      ^. ,         . 

We  contend  further  that  the  limitation  of  hours  in  the  codes  did  not  increase 

»eiiiplovnient  in  the  factories  of  Hartford  County. 

Because  the  Hartford  County  Manufacturers'  Association  functions  as  a 
'Central  labor  bureau  for  its  member  factories,  the  statistics  compiled  monthly 
Jire  accurate,  and  reflect  minutely  the  trend  and  change  in  industrial  activity. 
At  the  present  time  industrial  activity  in  Hartford  County  factories,  measured 
in  terms  of  man-hours,  is  60  percent  of  normal  (or  Jan.  1,  1929).  Employment 
in  number  employed  is  82.5  percent  of  that  normal.  At  the  end  of  March 
1933  which  was  the  low  point  for  both,  employment  was  only  60.8  percent  of 
normal,  and  man-hours  32.9  percent.  These  two  latter  figures  in  themselves 
tell  a  story  of  what  had  transpired  in  the  previous  years.  Since  man-hours 
are  the  product  of  men  and  hours,  it  must  be  obvious  that  determined  effort  had 
been  made  generally  to  maintain  the  highest  possible  employment  at  reduced 
hours  of  operation  in  satisfying  the  curtailed  hours  of  production  demand. 

Statistics  provided  by  survey  showed  that  the  manufacturers  of  Hartford 
County  at  the  end  of  1932  were  employing  between  8  and  10  thousand  persons 
more  than  the  number  actually  needed  for  production  demand  if  the  plants 
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were  running  full  time.  This  proportion  had  changed  but  little  up  to  April 
1933.  The  reports  provided  information  as  to  what  had  been  done  in  the 
matter  of  staggering  employment  schedules,  building  up  excess  stock,  replacing 
equipment,  instituting  made-work  for  employees  outside  their  regular  tasks, 
etc. 

The  outstanding  fact  is  that  at  the  end  of  April  1933,  the  number  of  hours 
per  man  per  week  were  less  than  28  because  of  this  spreading  of  work. 

In  May  of  1933,  the  first  decisive  gain  in  employment  in  Hartford  County 
in  3  years  was  registered,  and,  concurrently,  there  was  a  gain  in  hours  per 
man  per  week.  For  the  next  three  succeeding  months  a  steady  increase  in  em- 
ployment and  in  man-hours  was  recorded. 

The  National  Industrial  Recovery  Act  was  not  passed  until  June.  The 
recovery  already  was  under  way  in  Hartford  County.  The  act  prescribed  a  de- 
crease in  and  limitation  of  hours  of  work  per  employee  per  week  to  obtain,  theo- 
retically, a  consequent  increase  in  employment  for  the  accomplishment  of  the 
production  demand.  But  the  demand  itself  had  been  at  low  ebb,  and  every 
practical  spreading  of  work  and  retention  of  employees  by  reduction  in  hours 
already  had  been  put  into  effect  voluntarily  by  the  manufacturers.  Had  pro- 
duction demand  itself  not  increased,  the  mere  acceptance  of  code  provisions 
would  not  have  affected  the  employment  status  to  any  appreciable  degree. 
What  reasonably  might  be  termed  the  irreducible  minimum  of  hours  per  week 
per  man  had  been  reached.  Orders,  a  demand  for  manufactured  goods,  a  de- 
mand for  production— the  ultimate  deciding  factor  in  Industrial  recovery,  the 
only  practical  imr^etus — caused  an  increase  in  employed  personnel  and,' coln- 
cidentally,  an  increase  in  the  hours  of  work  per  employee  per  week.  In  June 
-1933,  1,240  iiersons  were  added  to  pay  rolls :  in  July  2.221 :  in  Auixnsr  3.04<i.  In 
September  the  increase  diminished  to  1,237;  in  October  to  748.  In  November 
only  141  were  added  to  pay  rolls,  and  December  showed  an  actual  loss  of  148. 

Only  five  of  the  codes  under  which  manufacturers  In  this  district  were  to 
be  governed  had  been  approved  before  September.     In  September  2  more  were 
adopted;  in  October  2  again.     In  November  and  December,  16,  and  it  was  1* 
these  3  months  that  the  progress  was  retarded. 

The  gain  in  employment  and  man-hours  in  the  entire  year  1934  was  5  percent 
over  the  total  of  January  1  of  that  year.  Without  doubt  reduced  production 
demand  was  influenced  by  labor  disturbances  throughout  the  country,  and  by 
unsettled  conditions  in  Washington  legislativewise.  But  if,  in  spite  of  these, 
should  this  new  year  bring  with  it  restimulated  producton  demand,  the  limi- 
tation placed  upon  industry's  ability  to  meet  that  demand  now  becomes  pro- 
nounced. Any  further  limitation  will  prove  disastrous  to  manufacturers  whom 
I  represent. 

Two  (»f  the  factors  that  make  possible  production  are  men  and  hours.  Multi- 
plying the  one  available  by  the  other  available  gives  man-hours,  the  gage  of 
production.  As  we  pointed  out  above,  the  hours  per  man  jier  week  rose  coin- 
cidentally  with  the  acquisition  of  new  help  to  provide  for  the  increasing 
man-hours  demand  for  production.  Hours  average  now  about  38  per  week 
per  employee. 

Under  the  codes,  which  in  the  main  are  not  flexible  enough  in  the  hours 
provision,  Hartford  County  manufacturers  have  about  reached  the  now  legal 
maximum.  In  other  words,  38  hours  per  week  per  employee  indicates  about 
the  average  that  can  be  expected  under  the  varying  terms  of  the  codes  includ- 
ing their  emergency  exceptions.  Hence,  one  of  the  two  factors  in  the  obtaining 
of  man-hours — the  channel  for  the  satisfaction  of  production  demand — is 
removed  insofar  as  further  increase  is  concerned. 

It  has  been  pointed  out  that  employment  for  the  factories  in  Hartford 
County  already  has  reached  82  percent  of  the  accepted  normal  (which  insofar 
as  skilled  help  is  concerned,  is  more  nearly  a  peak),  thus  leaving,  arithmetically, 
only  an  18-percent  field  from  which  to  draw  in  reattaining  normal  employment. 
As  a  consequence,  it  will  be  impossible  to  attain  the  normal  of  man-hours  of 
production  which  are  now  only  60  percent  of  that  normal,  without  a  leniency 
which  the  codes  have  not  reflected  so  far.  Furthermore,  a  shortage  of  highly 
skilled  mechanics  is  already  evidenced.  While  a  surplus  of  some  t.vpes  of 
machine  operators  and  semiskilled  employees  still  is  available,  the  nimiber 
of  them  usable  in  the  factories  is  in  more  or  less  constant  proportion  to  the 
highly  skilled,  who  form  the  nucleus  around  which  the  working  forces  of  the 
Individual  plant,  or  even  its  individual  departments,  are  built.  They  are 
taken  on  to  complement  the  skilled,  not  in  place  of  them. 
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students  of  apprenticeship  courses,  trade-school  authorities,  and  industrial 
relationists  concur  in  the  estimates,  substantiated  by  satisfactory  statistics, 
that  the  average  annual  loss  In  skilled  help  is  about  5  percent  of  the  total. 
This  is  attributable  to  death,  old  age,  disability,  changes  of  occupation,  or 
other  causes.  During  the  last  5  years  the  training  of  apprentices,  particularly 
for  factory  employment,  has  decreased  so  as  to  be  almost  negligible.  Manufac- 
turers, hard  put  to  find  work  or  divide  dwindling  surplus  to  keep  regular 
proficient  employees  on  pay  rolls,  have  been  unable,  generally  speaking,  to 
afford  expenditures  necessary  to  train  new  employees,  even  though  the  present 
and  ultimate  results  were  appreciated.  Consequently,  the  usual  source  of 
replenishment,  indequate  as  it  was  at  best,  has  been  absent. 

Accepting  merely  the  cold  statistics,  and  giving  no  consideration  to  the 
known  migration,  exceptional  change  of  occupation,  or  loss  of  proficiency, 
which  the  unusual  period  just  passed  has  caused,  it  can  be  appreciated  that  the 
factories  have  had  a  probable  20-percent  reduction  in  available  skilled  help. 

If  the  hoped-for  production  demand  should  come,  only  the  extreme  ingenuity 
of  management  and  a  lenient  attitude  of  the  administration  toward  an  increase 
in  hours  generally  and  a  more  flexible  work  week  can  make  recovery  possible. 
You  can  readily  appreciate,  gentlemen,  that  under  these  existing  conditions  the 
imposition  of  a  30-hour  week  or  any  statutory  reduction  in  hours  will  result  in 
loss  of  business,  financial  hardship,  and  increased  unemployment. 

SroNET  E.    COBNFXIUS. 

Manager  Manufacturers  Association  of  Hartford  County. 
Haetford,  Co>'n., 

February  1935. 

Senator  Austin.  I  would  also  like  to  insert  into  the  record  a  memo- 
randum on  behalf  of  the  Rubber  Manufacturers  Association  by  Mr, 
A.  L.  Viles,  president  and  general  manager  of  the  Rubber  Manufac- 
turers Association,  Inc. 

(Mr.  Viles'  statement  is  as  follows:) 

Memorandum  on  Behaxf  of  the  Rubber  MANUFAc?ruBERS  Association,  Inc., 
444  Madison  Avenue,  New  York,  N.  Y.,  Regarding  Bill  S.  87  on  the  Thirty- 
Hour  Week 

(The  Rubber  Manufacturers  Association,  Inc.,  represents  over  85  percent  in 
number  and  volume  of  the  business  of  the  rubber  manufacturers  of  the  United 
States.) 

The  members  of  the  Rubber  Manufacturers  Association  have  approached  the 
consideration  of  S.  87  with  an  open  mind  in  the  hope  of  finding  in  it  a  feasible 
plan  for  increasing  employment  and  hastening  the  return  of  more  prosperous 
conditions.  It  must  be  candidly  stated  that  we  do  not  find  that  this  bill  would 
accomplifeh  this  result.  On  the  other  hand,  we  are  convinced  that  it  would  bring 
about  a  most  chaotic  condition  in  the  business  of  the  entire  country. 

The  Codes  of  Fair  Comr>etition  for  industries,  approved  and  made  effective 
under  the  authority  contained  in  the  National  Industrial  Recovery  Act  contain 
maximum  hour  provisions  based  upon  the  experience  of  the  respective  indus- 
tries as  to  the  hours  under  which  they  can  operate  economically  in  view  of  the 
products  manufactured,  type  of  operations,  ability  to  take  care  of  seasonal  or 
other  fiuctuations,  and  other  practical  considerations  which  experience  dictates. 
The  J  (reposed  bill  would  nullify  in  one  sweep  the  wages  and  hours  provisions 
of  these  codes  which  have  the  effect  of  law  and  would  completely  disregard 
the  wages  and  hours  fixed  for  each  industry  after  a  careful  study  of  its  own 
special  conditions. 

The  rubber  industry  has  never  l>eeH  one  in  which  long  factory  hours  have 
prevailed.  It  has  spread  the  available  work  among  the  largest  i)ossible  number 
of  employees. 

The  rubber  tire  manufacturing  industry  is  now  working  under  Code  No.  174, 
which  provides  a  maximum  schedule  of  36  hours  per  week,  with  an  8-hour  day ; 
the  average  work  week  is  now  probably  less  than  33  hours. 

These  maximum  hours  were  found  to  be  best  adapted  to  take  care  of  certain 
24-hour  continuous  operations,  as  well  as  certain  production  conditions,  such 
as  periods  of  peak  loads. 
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In  the  other  branches  of  the  industry,  there  has  been  a  reduction  in  maximuin^ 
hours  from  48  per  week  immediately  following  the  war  period  to  40  hours  per 
week  provided  for  in  the  Code  of  Fair  Competition  No.  156. 

The  maximum  8-hour  day  prevails  in  the  entire  industry.  The  40-hour  week 
and  8-hour  day  maximum  were  designed  to  provide  an  adequate  earning  power 
for  employees  and  a  balanced  operating  schedule  to  properly  carry  on  those 
operations  necessarily  conducted  on  a  continuous  basis. 

We  are  firmly  convinced  that  the  proijosal  to  plac^e  all  industry  (embraced  in 
se<\  1  of  the  bill),  upon  the  same  level  as  to  hours,  irrespective  of  the  sl^eciflc 
requirements  of  industry,  is  the  most  unsound  proposal  yet  suggested  for 
relieving  the  depression. 

Industry  and  commerce  would  simply  be  stifled  if  i)laced  in  such  a  straight- 
jacket  as  proiK)sed  in  the  bill.  In  order  to  operate  efficiently  and  to  meet  the 
ever-changing  problems  of  production  and  distribution,  they  must  have  a  certain 
degree  of  flexibility  and  latitude. 

International  trade. — It  is  the  avowed  objective  of  the  administration  to 
increase  the  exchange  of  commerce  with  foreign  countries  through  negotiation 
of  reciprocal  tariff  treaties,  with  a  resulting  increase  In  the  export  business  of 
this  country,  but  with  safeguards  for  reasonably  efficient  domestic  industries 
against  ruination  through  excessive  imports  produced  with  cheap  labor. 

We  do  not  advocate  tariff  schedules  that  will  exclude  foreign  manufactured 
goods  from  the  domestic  market.  We  do  insist,  however,  that  foreign  manu- 
factured goods  should  not  be  marketed  here  on  an  unfair  competitive  basis. 
This  industry  is  at  present  experiencing  competition  in  the  domestic  market 
with  some  foreign  manufactured  products  produced  under  a  lower  wage  stand- 
ard. The  present  tarifL'  on  some  products  affords  no  protection  as  the  spread 
in  domestic  and  foreign  costs  cannot  be  bridged  by  the  present  rates  of  duty. 
The  incieases  in  costs  of  production  of  domestic  products  that  would  result 
from  the  establishment  of  the  shorter  working  week  would  place  domestic 
industry  at  a  further  disadvantage  in  the  domestic  market.  It  would  permit 
the  door  to  be  ojK^ned  wider  for  tiie  inii>ortation  of  increased  quantities  of  some 
foreign  goods  at  lower  values,  which  would  displace  domestic  products,  with 
C(msequent  ill  effects  upon  our  industi-y  and  the  workers  employed  by  it. 

The  export  trade  of  the  United  States  has  suffered  due  to*  the  world-wide 
depression  and  establishment  by  foreign  governments  of  restrictions  of  various 
kinds  to  protect  their  own  markets  or  for  other  purposes.  It  will  be  readily 
apparent,  without  a  detailed  discussion  of  the  question,  that  the  provisions  of 
the  proposed  bill  would  increase  our  cost  of  production  and  place  that  much 
additional  handicap  upon  domestic  industry  in  its  effort  to  retain  its  export 
trade.  The  announced  Government  program  of  increasing  our  export  trade 
would  be  frustrated. 

The  result  of  the  proposed  bill  would  be  (a)  An  increase  in  the  cost  of  pro- 
duction, (b)  a  consequent  increase  in  the  price  of  commodities  at  a  rate  exceed- 
ing the  consumer's  ability  to  pay,  (c)  a  conse(iuent  decline  in  the  total  purchas- 
ing power  of  the  entire  country,  (d)  a  consequent  reduction  in  production  and 
consumi)tion  of  goods,  (e)  a  double-edged  reduction  in  the  real  wages  of  workers 
due  to  the  slower  tempo  of  industry  and  the  resulting  decrease  in  employment, 
and  to  the  fact  that  prices  advance  more  rapidly  than  wages,  (f)  a  decline 
in  our  exports  and  increased  severity  in  competition  from  foreign  manufac- 
turers, (g)  stagnation  of  business  and  return  of  distressing  conditions  from 
which  the  country  is  slowly  but  surely  emerging. 

The  return  of  more  prosperous  times  for  everyone  therefore  does  not  re- 
quire experimentation  with  an  untried  theory  which  has  met  with  the  disap- 
proval of  industry  and  students  of  economics. 

Section  1.  This  section  places  in  the  Lands  of  the  Secretary  of  Labor  or 
his  representatives,  arbitrary  power  to  grant  exemptions  to  individuals.  Thii= 
provision  may  easily  create  discrimination  between  individuals,  and  as  a  result, 
between  employers.  It  is  an  arbitrary  power  which  It  should  not  be  necessary 
to  jjlace  in  the  hands  of  a  governmental  or  other  agency.  We  do  not  believe 
the  plan  is  practicable,  or  that  the  authority  could  be  exercised  with  fairness 
to  all. 

Sections  2  and  3.  These  sections  of  the  bill  propose  a  drastic  method  to- 
secure  its  acceptance  by  industry  and  to  act  as  an  enforcement  device. 

Enforcement  of  this  act  is  to  be  accomplished  partially  by  a  new  device 
which  is  to  prohibit  the  United  States,  or  any  of  its  departments  from  pur- 
chasing from  any  firm  operating  in  violation  of  the  act  and  to  require  every 
Federal  contractor  to  stipulate  that  he  will  not  buy  from  such  a  firm. 
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Without  discussing  in  detail  all  of  the  ramifications  that  are  involved  in 
such  a  proposal,  we  submit  that  it  is  impracticable  and  unworkable. 

First,  it  would  give  an  advantage  to  the  concern  which  does  not  wish  to 
furnish  supplies  to  the  Government  or  Federal  contractors  and  would  be  a 
disadvantage  to  the  concerns  engaged  in  supplyng  the  Government  with  its 
requirements. 

Second,  this  requirement  would  open  the  door  to  the  making  of  fraudulent 
statements  by  unscruplous  persons,  practice  of  deceit,  controversy  on  a  stu- 
pendous scale  between  competitors  for  Government  business  and  that  of  con- 
tractors as  to  whether  they  liave  complied  with  the  law,  with  consequent 
confusion  and  injury  to  the  business  of  the  producers  and  the  Government, 
There  is  no  protection  to  any  interest  through  the  prompt  ascertainment  or 
facts  concerning  controverted  issues,  the  adjustment  of  disputed  issues,  the 
protection  of  any  interest  from  injury  the  acts  of  another,  or  recourse  in 
event  of  injury. 

Section  4.  This  section  would  amend  every  code  of  fair  competition  ap- 
proved under  title  I  of  the  National  Industrial  Recovery  Act  and  substitute 
for  the  present  maximum  hour  provisions,  a  maximum  work  week  of  5  days, 
limited  to  6  hours  in  any  day. 

This  section  would  demolish  the  painstaking  effort  of  industry  to  establish 

reasonable  maximum   hours   of   work   according   to   the  past   exi^erience  and 

1^      requirements    of    the   particular    industry;    also    any    agreements    lieretofore 

entered    into   between    the   industries    and    governmental    agencies    and    with 

eniplo.vees. 

Section  5.  If  this  bill  becomes  law,  then  section  5  will  operate  to  add  to  the 
difticulties  of  harmonizing  the  views  of  labor  and  management  respecting 
questions  of  wage  rates  and  employee  representation  for  collective  bargaining. 

If  this  bill  should  become  law,  serious  questions  will  arise  resi>ecting  the 
resulting  wage  rate  that  shall  apply.  Under  this  section,  before  any  adjust- 
ment can  be  made  in  the  then  existing  wage  rate  that  might  be  a  direct  or 
Indirect  reduction,  it  shall  be  the  subject  of  negotiation  between  emplover  and 
emi)loyees  through  representatives  of  the  latter  chosen  by  a  majority  Vote. 

We  do  not  question  the  wisdom  of  discussing  questions  of  wage  rates  by  both 
parties  prior  to  changes  therein.  On  the  other  hand  we  advocate  such 
procedure. 

Section  7  (a)  of  the  National  Industrial  Recovery  Act  provides  a  method 
for  negotiation  between  employer  and  employee.  It  has  been  interpreted  in 
many  ways.  There  is  a  question  in  the  minds  of  some  persons  concerning  the 
legality  of  interpretations  placed  upon  the  collective  bargaining  provisions  of 
the  National  Industrial  Recovery  Act.  It  will  require  a  decision  by  our  high- 
est court  before  these  controversial  questions  can  be  definitely  settled. 

This  section  of  the  bill  would  not  clarify  the  present  controversial  issues 
respecting  representation  plans  for  collective  bargaining,  but  would  have  the 
^       effect  of  adding  to  the  present  confused  situation  prior  to  a  decision  by  the 
courts. 

Interstate,  intrastate,  and  foreign  commerce. — Since  the  Constitution  would 
limit  the  application  of  this  bill  to  interstate  commerce,  it  would,  if  enacted 
into  law,  discriminate  against  interstate  commerce  in  favor  of  intrastate  com- 
merce. It  would  therefore  tend  to  localize  commerce  within  the  resjwctive 
States  and  would  go  far  to  destroying  the  Nation-wide  market  of  the  United 
States  with  its  tremendous  buying  power,  free  from  internal  obstructions.  It 
is  generally  conceded  that  this  wide,  free  market  has  been  largely  responsible 
for  our  great  economic  progress.  This  discrimination  against  interstate  com- 
merce would  likewise  exercise  a  very  harmful  effect  on  our  entire  transporta- 
tion systems,  rail,  water,  highway,  and  air. 

Likewise,  this  bill,  by  imposing  more  stringent  labor  regulations  on  American 
manufacture,  would  discriminate  in  favor  of  the  commerce  of  foreign  coun- 
tries in  two  ways :  First,  the  commerce  of  foreign  countries  entering  the  United 
States  would  have  a  labor  cost  advantage:  second,  in  cases  where  commerce 
from  the  United  States  enters  world  markets  in  competition  with  commerce 
from  foreiirn  countries,  our  manufacturers  would  be  at  a  disadvantage. 

In  conclusion  we  urge  that  bill  S.  87  be  unfavorablv  reported  for  the 
following  reasons: 

(a)  It  would  place  labor  and  management  in  a  statutory  strait-jacket  as  to 
maximum  hours,  irrespective  of  the  varying  requirements  of  industries. 

(h)   It  would  reduce  real  wages  of  workers. 

It  would  increase  prices  of  commodities  beyond  the  ability  of  consumers 
to  pay. 
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It  would  reduce  total  employment  and,  consequently,  defeat  the  objective 
of  the  act. 

(o)  It  discriminated  against  interstate  commerce  and  our  export  trade  by 
granting  undue  advantages  to  intrastate  commerce  and  commerce  of  foreign 
countries. 

id)  It  would  destroy  the  wages  and  hour  provisions  of  the  code  system 
erected  under  the  provisions  of  the  National  Industrial  Recovery  Act. 

(e)  It  would  confuse  the  present  situation  respecting  the  interpretation  of 
statutory  provisions  regarding  employer-employee  relations.  No  further  laws 
respecting  this  question  should  be  enacted  until  the  situation  is  clarified  by 
court  decisions. 

(/)  The  indirect  enforcement  provisions  are  impracticable  and  unworkable. 
They  would  result  in  the  practice  of  fraud,  deceit,  and  unfair  practices  betweeu 
competitors. 

iff)  It  grants  arbitrary  power  to  the  Secretary  of  Labor,  or  his  representa- 
tives, without  knowledge  by  the  publir-  of  the  scope  of  those  powers. 
Respectfully  submitted. 

A.   L.   ViLES, 

President  and  General  Manager, 
The  Rubber  Manufacturers  Association,  Inc. 
Febbuaby  14,  1935. 

Senator  Hatch.  The  committee  will  stand  adjourned  now  until 
10 :  30  o'clock  tomorrow  morning. 

(Thereupon,  at  3 :  30  p.  m.,  the  committee  adjourned  until  Friday, 
Feb.  15, 1935,  at  10 :  30  a.  m.) 
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friday,  february  15,  1935 

United  States  Senate, 
Subcommittee  of  the  Committee  on  the  Judiciary, 

Washington^  D,  O. 

The  subcommittee  met,  pursuant  to  adjournment,  in  the  committee 
room,  Capitol,  at  10 :  30  a.  m.,  Senator  Carl  A.  Hatch  presiding. 

Present:  Senators  Hatch  (presiding),  McCarran,  and  Austin. 

Senator  Austin.  Before  we  start  taking  testimony,  I  would  like 
to  present  two  briefs.  One  has  been  submitted  by  Charles  K.  Hook, 
president,  the  American  Rolling  Mill  Co.,  Middletown,  Ohio ;  and  the 
other  has  been  submitted  by  the  Associated  General  Contractors  of 
America,  by  Edward  J.  Harding,  managing  director. 

(The  two  briefs  above  referred  to  are  copied  into  the  record  m 
full  as  follows:) 

Statement  of  Charles  R.  Hook,  President  the  American  Rolling  Mill  Co., 

MiDDLBnx)WN,  Ohio 

I  appreciate  this  opportunity  of  presenting  our  views  on  the  legislation 
which  you  have  before  you  for  consideration,  I  assure  you  that  what  I  have 
to  say  is  prompted  by  a  sincere  desire  to  be  helpful  in  our  mutual  problem 
of  increasing  employment  and  thereby  effecting  national  recovery.  What  I 
shall  attempt  to  prove  to  you  is,  that  the  effect  of  this  proposed  act  would 
be  to  decrease  employment  instead  of  increasing  employment  and  that  pur- 
chasing power  of  employees  would  be  decreased  instead  of  increased. 

The  reduction  of  hours  with  an  increase  in  the  hourly  rate  which  was 
brought  about  through  the  adoption  of  codes  by  industry  generally  have  up 
to  the  present  time  very  largely  resulted  in  the  spreading  of  work  to  a  large 
number  of  people,  but  the  tendency  has  been  to  place  these  workers  on  a 
subsistence  level  insofar  as  weekly  income  is  concerned,  with  no  funds  available 
to  purchase  those  products  which  maintain  and  increase  our  American  standard 
of  living. 

The  Code  for  the  Iron  and  Steel  Industry,  with  its  provision  for  an  average 
work  week  of  40  hours  in  any  6  months'  period  with  not  more  than  48  hours 
in  any  week,  has  now  been  in  effect  for  17  months.  In  order  not  to  exceed 
our  40-hour  average  limitation,  it  is  necessary  for  us  to  organize  to  meet 
peak  operating  conditions.  This  results  in  the  spreading  of  work  to  a  larger 
number  of  employees  than  would  be  needed  for  normal  operations,  so  that  for 
the  year  1934  the  entire  steel  industry  was  practically  working  the  30-hour 
week;  in  fact,  the  industry  as  a  whole  averaged  only  29.7  hours  per  week. 
Our  old  employees,  from  the  standpoint  of  service,  have  very  definitely  indi- 
cated that  they  resent  being  required  to  share  work  in  periods  of  low  opera- 
tions when  they  have  no  opportunity  to  recoup  their  losses  incurred  in  periods 
of  peak  operation. 

According  to  the  Brookings  Institution,  there  was  a  decrease  of  13  percent 
in  the  average  working  hours  over  the  period  1900  to  1980;  while  the  code 
restriction  of  average  weekly  working  hours  has  resulted  in  a  decrease  in  our 
own  industry  from  an  average  of  50  hours  per  week  to  approximately  30 
hours,  or  a  reduction  of  40  percent  in  the  average  hours  worked.  This  adjust- 
ment was  made  over  a  period  of  17  mouths,  as  compared  with  the  13  percent 


113926—35- 


-25 


381 


< 


382 


THIRTY-HOUR    WORK    WEEK 


adjustment  made  over  a  period  of  30  years.  You  can  readily  understand  that 
this  drastic  change  being  made  in  such  a  short  period  of  time  leaves  behind 
it  many  problems  yet  to  be  solved,  such  as  the  training  and  realignment  of 
organization  generally. 

Studies  on  the  subject  of  employment  by  the  Iron  and  Steel  Institute  indi- 
cate that  when  the  steel  industry  reaches  an  average  operation  of  70  percent 
under  present  code  limitations  it  will  require  524,000  wage  employees,  or  an 
increase  of  176,000  over  the  number  employed  in  December  1934,  when  the 
industry  was  at  a  level  of  35.5  percent  operations,  and  104,000  more  than  were 
attached  to  the  industry  in  the  boom  year  of  1929. 

As  already  stated,  it  is  not  possible,  due  to  physical  causes,  to  give  steel 
employees,  the  maximum  of  40  hours  of  work  each  week.  The  average  is 
only  75  percent  of  the  total  hours  allowed,  placing  us  now  virtually  on  a 
30-hour  week.  If  the  30-hour  week  were  to  go  into  effect,  the  result  would 
be  the  same  percentage  of  the  maximum  of  hours  or  an  average  of  from  23 
to  24  hours  per  week  for  steel  employees. 

For  the  industry  as  a  whole,  the  30-hour  week  limitation  at  70  percent 
operations  would  require  about  700,000  employees.  That  would  actually  double 
the  present  number  of  wage  earnings  in  the  industry.  Such  a  condition  in 
the  steel  industry  is  unthinkable.  Common  labor  accounts  for  less  than  5 
percent  of  the  total  number  of  men  employed,  while  95  percent  of  our  men 
must  be  experienced  steel  plant  workers.  There  is  not,  in  tliis  country,  a 
supply  of  such  experienced  workmen  from  which  the  additional  men  required 
under  a  30-hour  week  may  be  secured. 

It  is  obvious  that  further  reduction  in  hours  cannot  be  made  without  a  com- 
pensating increase  in  rates  of  pay.  It  would  therefore  be  required  that  hourly 
rates  be  increased  33%  percent  above  their  present  levels.  For  our  rwn 
company  the  wage  increase  would  be  equivalent  to  not  less  than  $6  per  ton 
of  finished  product  for  wages  alone.  Taking  into  consideration  the  higher 
prices  of  all  our  purchased  materials  and  supplies  thnt  would  result  from 
national  application  of  the  30-hour  week,  we  estimate  that  our  total  manu- 
facturing costs  would  be  increased  by  a  minimum  of  $9  per  ton  whicli  on 
the  tonnage  we  produced  in  1934  would  amount  to  $5,850,000.  Tlie  added 
wage  cost  for  the  industry  as  a  whole  if  applied  to  the  17,500,000 
tons  produced  in  1934  would  be  $185,000,000.  This  amount  the  industry  would 
be  forced  to  pass  on  in  the  form  of  increased  prices  or  sufPer  unsupportable 
losses. 

Any  such  increase  in  steel  prices  at  this  time  would  surely  dampen,  if  not 
altogether  kill,  the  recovery  now  taking  place  in  steel. 

An  even  more  serious  aspect  of  the  situation  is  the  effect  upon  the  earnings 
of  workmen  themselves. 

Even  though  wages  are  increased  sufficiently  to  offset  the  reduction  in  hours, 
it  is  inevitable  that  cost  of  living  and  prices  of  all  commodities  which  the 
workmen  purchase  will  be  greatly  increased  as  a  result  of  the  added  cost 
of  manufacture.  Therefore,  although  the  workmen's  actual  wages  remain 
the  same,  their  purchasing  value  would  be  greatly  diminished. 

Because  of  the  40-hour  limitation,  average  earnings  of  steel  employees  in 
1934  amounted  to  only  $18.39  weekly,  even  with  hourly  rates  at  a  level  higher 
than  the  average  for  all  industrial  workers.  Neither  employers  nor  enjployees 
in  the  steel  industry  regard  this  weekly  earning  rate  as  satisfactoi-j-  or  as 
being  representative  of  American  standards  of  living. 

The  30-hour  week  would  freeze  this  income  at  existing  levels  and  deprive 
steel  workers  of  the  opportunity  to  increase  their  earnings  as  business  im- 
proved. There  would  simply  be  a  spreading  of  employment  beyond  all  reason- 
able limits  with  wages  at  subsistence  levels  and  the  defeat  of  efforts  to  restore 
American  living  standards  to  the  steel  worker. 

We  should  not  lose  sight  of  the  fact  that  our  workmen  are  in  competition 
with  workmen  in  foreign  countries  where  no  such  restriction  of  hours  is  in 
effect,  and  where  comparatively  low  hibor  rates  prevail.  Any  further  artificial 
addition  in  steel  producing  costs  would  serve  to  increase  the  disadvantage 
under  which  the  industry  is  now  operating  in  comparison  with  foreign  steel 
producers.  At  the  present  time,  hourly  wage  rates  in  the  steel  industry  in  the 
United  States  are  from  120  percent  to  650  percent  more  than  the  average  hourly 
rate  for  similar  labor  in  foreign  countries.  For  instance,  the  Japanese  wage 
rate  was  9.7  cents  per  hour  in  1933,  while  in  1933  the  average  rate  in  India 
was  8.6  cents  per  hour. 
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Employees  of  Belgian  mills  averaged  17  cents  per  hour  in  1933,  while  in 
Germany  in  1934  the  average  hourly  rate  was  25.9  cents.  French  steel  mills 
paid  an  average  of  20  cents  per  hour  in  1933. 

The  average  in  Great  Britain  was  25.1  cents,  and  in  1933  employees  of 
Sweden  mills  averaged  29.0  cents  per  hour. 

In  Czechoslovakia  the  hourly  wage  rates  for  1934  averaged  22.7  cents; 
Italian  steel  workers  earned  an  average  of  27.6  cents  per  hour  in  1933. 

As  compared  with  these,  American  workers  who  are  paid  on  an  hourly, 
piecework,  or  tonnage  basis  earned  an  average  of  64.7  cents  per  hour  in 
November  1934. 

As  a  result  of  these  differences  in  wage  rates,  a  great  deal  of  foreign  steel 
products  are  being  imported  into  this  country  and  sold  at  prices  which  Ameri- 
can producers  cannot  meet.  Imposition  of  the  30-hour  week  on  the  industry 
would  increase  this  competitive  disadvantage  and  act  as  a  boomerang  upon 
American  workmen,  through  the  loss  of  markets  for  American  steel  and  con- 
sequent loss  of  jobs  for  steel  workers. 

One  of  the  major  dislocations  which  would  be  bound  to  result  from  further 
adjustment  to  a  30-hour  week  would  be  a  further  change  in  the  relationship 
between  industry  generally  and  agriculture. 
•  Living  standards  on  the  farm  would  be  lowered  because  the  rise  in  the  cost 
of  manufactured  articles  would  prevent  their  purchase  by  the  farmer.  Indus- 
trial employment  would  not  be  increased  because  the  farmer's  ability  to  pur- 
chase the  industrial  worker's  labor,  in  the  form  of  the  goods  upon  the  sale 
of  which  the  industrial  employee  depends  for  work,  would  be  greatly  decreased. 

There  is  no  need  for  any  further  comment  on  this  subject,  as  the  great 
effort  which  has  been  made  to  bring  these  two  groups  into  better  economic 
alinement  is  well  known. 

We  would  counsel,  in  the  interest  of  stabilizing  industry,  generally,  that 
no  further  reduction  in  hours  be  attempted  until  such  time  as  industry  has 
been  able  to  adjust  itself  to  work  under  the  present  restrictions,  hours  having 
been  reduced  40  percent  since  the  code  went  into  effect,  as  compared  with  13 
percent  in  the  30^year  jieriod  from  1900  to  1930.  We  are  interested  in  coop- 
erating in  any  plan  which  we  believe  will  result  in  a  higher  standard  of  liv- 
ing generally,  knowing  full  well  that  this  is  absolutely  essential  to  the  return 
of  lasting  prosperity.  However,  we  all  realize  that  a  high  hourly  rate  of 
pay  with  few  or  no  hours  of  work  does  not  contribute  to  prosperity. 

The  threat  of  further  restriction  in  hours  and  adjustment  of  wages  tends 

to  keep  industry  and  its  working  organizations  in  a  state  of  confusion  and 

uncertainty.    A  further  period  during  which  we  may  adjust  ourselves  to  the 

drastice  changes  already  undertaken  would  be  helpful  to  us  all  and  appreci- 

^     ated  by  both  industrial  management  and  the  employees. 

As  I  have  pointed  out,  spreading  the  work  with  increased  hourly  rates 
will  not  bring  prosperity.  There  can  be  no  lasting  recovery  unless  goods  can 
be  produced  at  price  levels  within  the  purchasing  power  of  the  average  wage 
earner.  Nor  can  there  be  any  lasting  recovery  until  business  is  able  to  pay 
a  fair  return  to  those  who  have  invested  their  savings  in  industrial  enter- 
prise. They,  too,  represent  an  important  part  of  the  consumer  market  and 
must  be  counted  upon  as  a  source  of  capital  for  future  business  expansion 
and  for  long  deferred  modernization  of  plants,  if  we  are  to  secure  a  higher 
standard  of  living  for  the  wage  earner. 

There  is  one  thing  above  all  others  in  which  we  are  interested  today,  and 
that  is  the  return  of  those  now  unemployed  to  their  positions  in  private  in- 
dustry. Should  this  bill  or  any  legislation  be  passed  which  would  ppproach 
the  provisions  of  this  proposed  act,  it  would  seriously  retard  recovery,  and, 
I  am  positive,  have  the  opposite  effect  to  that  which  Senator  Black  hopes  to 
accomplish. 

It  is  not  constructive  to  oppose  unless  one  has  a  suggestion  that  he  feels  con- 
fident will  accomplish  what  is  desired.  There  are  a  number  of  facts  upon 
which  I  think  there  is  now  no  disagreement.  There  is  general  accord  with 
respect  to  the  number  unemployed.  This  figure  ranges  from  a  little  over 
9,000,000  to  slightly  over  11,000,000,  and  arrives  from  the  investigations  of 
such  organizations  and  individuals  as  the  National  Industrial  Conference  Board, 
Colonel  Ayres,  of  the  Cleveland  Trust  Co.,  the  Durable  Goods  Industries  Com- 
mittee, and  the  American  Federation  of  Labor. 

There  is  also  general  agreement  with  respect  to  the  designation  of  the  in- 
dustries  wherein    these   men    were   formerly    employed.     Thoroughly    relinble 
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analysis  shows  that  hack  of  business  in  the  durable-goods  industries  account, 
directly  and  indirectly,  for  not  less  than  75  percent  of  all  unemployment  at 
the  present  time. 

Figures  compiled  by  Colonel  Ayres,  of  the  Cleveland  Trust  Co.,  show  that 
as  of  August  1934  of  the  total  unemployment,  estimated  at  11,000,000,  roughly 
50  percent  of  the  unemployment  was  in  the  field  of  providers  of  services  and 
the  other  50  percent  (excluding  unemployed  agricultural  labor)  lay  in  the  field 
of  producers  of  construction,  durable  goods,  •  and  consumption  goods.  While 
these  latter  three  fields  represented  slightly  more  than  50  percent  of  the  total 
unemployed,  it  is  interesting  to  note  that  2  of  the  3,  namely,  construction  and 
durable  goods,  represented  about  37  percent  of  the  total  unemployment,  while 
in  the  consumers  goods  fields  the  percentage  of  unemployment  in  that  field  of 
total  unemployment  was  less  than  20  percent. 

Perhaps  a  clearer  exposition  of  the  same  situation  is  given  in  the  following 
figures,  also  submitted  by  Colonel  Ayres:  Employment  in  the  construction  field 
in  September  1929  was  3,874,000,  while  in  September  1934  it  was  1,940,000;  in 
the  durable-goods  industries  employment  in  September  1929  was  6,358,000 
compared  with  3,898,000  in  1984 ;  employment  of  providers  of  services  in 
September  1929  amounted  to  21,822,000  compared  with  18,192,000  in  1934.  This 
shows  in  the  durable  goods  and  construction  field  combined  a  reduction  from 
10,232.000  in  September  1929  to  5,838,000,  or  a  total  reduction  of  4,394,000,  or 
very  close  to  50  percent  as  of  September  1934. 

Contrast  this  with  the  employment  in  the  consumers  goods  field  in  September 
1929,  which  was  14.902,000,  and  in  September  1934  was  13,750,000,  showing  a 
decline  of  only  1,152,000. 

From  the  above  figures  it  can  readily  be  seen  that  the  crying  need  is  for 
revival  in  the  construction  and  durable-goods  field. 

Construction  and  durable  goods,  sometimes  referred  to  as  capital  goods, 
are  in  the  main  financed  through  long-term  capital-issue  loans. 

With  the  best  of  intentions  legislation  was  passed  in  1933  and  1934  for  the 
purpose  of  protecting  the  investor  and  preventing  abuses  which  had  crept 
into  the  issuing  and  marketing  of  securities  in  many  instances. 

The  provisions  of  the  1933  Sescurities  Act  and  the  1934  Securities  Exchange 
Act  have  effectively  blocked  the  issue  and  sale  of  corporation,  long-term 
securities,  because  corporation  and  bank  oflBcers  and  directors  have  been  fearful 
of  personal  liability,  with  respect  to  which  the  acts  are  not  clearly  specific. 

It  is  clear  to  me  that  our  number  one  problem  in  the  recovery  program  is 
the  opening  of  our  capital  markets,  so  that  private  savings  will  flow  into  private 
investment,  and  thereby  revive  the  industries  upon  which  the  major  i)ortion 
of  our  unemployed  are  dependent  for  work. 

I  am  not  here  to  criticize  the  action  of  Congress  in  prohibting  investment 
affiliates  of  commercial  banks ;  however,  I  do  feel  that  when  this  avenue  which 
provided  the  flow  of  private  investment  into  capital  issues  was  stopped,  there 
should  have  been  some  provision  giving  commercial  banks  the  right  to  a 
limited  extent  to  underwrite  capital  issues. 

Finally,  the  attack  which  has  been  made  from  various  sources  on  the  profit 
motive  in  industry  has  been  very  disrupting  in  its  effect  on  confidence  on  the 
part  of  both  investors  and  manufacturers  who  might  otherwise  finance  on  one 
hand  and  place  on  the  other  hand  sufficiently  large  orders  for  producers  goods 
as  to  elTect  a  real  revival  of  employment. 

Consequently,  before  we  can  expect  such  revival,  the  profit  motive  in  industry 
must  be  fully  reestablished,  real  profits  must  be  made  possible,  and  confidence 
in  the  safety  of  investment  assured  to  investors  and  confidence  on  the  part  of 
nianufacturei-s  of  no  further  drastic  and  arbitrary  changes  in  their  manufactur- 
ing operations  being  imposed  on  them.  These  three  factors  once  clearly  estab- 
lished will  have  a  very  definite  and  early  reflection  in  a  rising  tide  of  pro&i>erity. 

The  major  factor  fundamental  in  recovery  today  is  confidence — confidence 
based  on  understanding  between  all  the  economic  groups  which  go  to  make  up 
modem  society. 

Everything  I  have  said  has  been  with  earnest  and  sincere  desire  to  further 
the  interests  of  industrial  recovery  and  a  still  higher  standard  of  living  for 
American  workmen. 

In  conclusion,  I  want  to  make  this  one  observation,  that  i-ecovery  cannot  and 
will  not  be  brought  about  by  the  further  spreading  of  work  through  the  appli- 
cation of  the  30-hour  week,  which  will  definitely  freeze  the  income  of  the  worker 
at  present  levels  and  at  the  same  time  increase  his  cost  of  living  so  that  his 
purchasing  power  is  reduced  and  unemployment  increased. 
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romvarison  of  hours  and  earnings  of  wage  earners  in  the  iron  and  steel  in 
*"      '^  dustry,  1929  and  19S4 


'"^»->  - 


Average  rate  per  hour 

Average  hours  per  week 

Average  actual  weekly  earnings. 
Cost  of  Jiving  index  (base  1923).. 


Average  real  weekly  earnings- 


Year  of 
1929 


0.664 
65.0 
35.97 
100.0 


35. 97 


Year  of 
1934 


0.626 
29.7 
18.59 
79.1 


23.50 


Projected 

to  30-hour 

basi.s 


0.8347 
22.27 
18.69 


Percent 

change, 

1929  to  1934 


-4.2 
-46.0 
-48.3 
-2a  9 


-34. 


Note  —While  we  have  not  attempted  to  compute  the  increase  in  the  cost  of  living,  under  the  30-hour 
restriction  the  cost  of  living  would  increase  substantially  while  weekly  income  would  remain  the  same 

The  American  Rolling  Mill  Co.,  Middletown  division— experience  under  JfOhour 
code  provmon  compared  unth  estimates  of  what  experience  would  have  hcen 
under  a  30-hour  provision 


Period 


Second  quarter,  1933  (precode) 

Fourth  quarter,  1933 

First  quarter,  1934 

Second  quarter,  1934 

Third  quarter,  1934. 

Fourth  quarter,  1934 --- 

Average 


Actual  experience   under 
40-hour  code  provision 


Average 

number 

employed 


2,050 
3,237 
3,059 
3.421 
3,153 
3,060 


3,226 


Average 

hours  per 

week 


47.9 
34.5 
36.4 
37.2 
22.7 
33.0 


32.4 


Rate  of 
oi)eration 


62.8 
63.8 
74.9 
97.4 
34.6 
55.9* 


54.1 


Estimated  exi)eri- 
ence  for  same 
periods  under 

30-hour  provision 


Average 

number 

employed 


4.319 
4.083 
4,556 
4.206 
4.078 


4.304 


Average 

hours  per 

week 


25.9 
27.3 
27.9 
17.0 
24.7 


24.3 


Statement  of  Edwabd  J.  Harding,  222  Mi  nsey  Btilding,  Washington,  D.  C, 
Managing  Dibbctob,  Associated  General  Contractors  of  America.  Inc. 

Senate  bill  S.  87,  introduced  by  Senator  Black,  imposes  a  30-liour  week  and 
an  inflexible  6-hour  day  on  all  industry  engaged  In  interstate  business  and  on 
such  industries  as  have  accepted  a  code  of  fair  competition  under  the  National 
Industrial  Recovery  Act,  and  the  construction  industry  wiU  be  definitely  affected 
through  the  application  of  this  law  to  its  code  of  fair  comi)etition  as  provided 
in  section  4  (b)  of  the  proposed  act.  , 

The  construction  industry,  normally  the  second  largest  industry  in  the  United 
States,  is  seasonal,  is  subject  to  weather  conditions,  and  is  therefore  not 
capable  of  being  brought  to  an  even  flow  of  employment  such  as  might  be  de- 
veloped in  a  sheltered  industry.  Employees  working  on  construction  projects 
lose  considerable  time  due  to  the  seasons,  to  inclement  weather,  and  to  necessity 
for  sequence  of  operations  and  the  shifting  from  one  job  to  another. 

The  Oonstruction  Code  and  the  general  contractors'  division  of  the  code  were 
signed  by  the  I»rcsident  a  year  ago.  This  code  provides  for  a  40-hour  week 
with  provision  carefullv  worked  out  to  take  care  of  emergencies  and  inaccessible 
projects  peculiar  to  this  industry.  This  code  also  provides  for  regional  mutual 
agreements  to  be  arrived  at  by  collective  bargaining.  These  agreements  cover 
hours,  wages,  and  working  conditions,  it  being  thought  that  these  items  could 
best  be  arranged  in  the  various  localities  where  the  local  conditions  of  employ- 
ment, prevailing  weather,  and  t.vpes  of  projects  could  be  taken  into  considera- 
tion in  forming  a  satisfactory,  mutual  agreement.  This  arrangeiirent  was  made, 
and  the  40-hour  week  was  set  up  as  a  standard  after  exhaustive  research  and 
study  by  the  construction  industry  and  by  the  National  Industrial  Recovery 
Administration. 

It  is  estimated  that  on  a  40-hour  basis  men  on  construction  work  can  average 
possibly  32  hours  per  week,  while  on  the  30-hour  basis  23  hours  is  the  average ; 
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and  23  hours  per  week  is  not  sufficient  work  to  enable  employees  to  earn  a 
living.  Testimony  presented  at  the  hearing  on  H.  U.  4301  before  the  House 
Roads  Committee  on  January  22,  23,  and  25  is  extremely  significant  in  con- 
nection with  this  proposed  legislation  imposing  a  30-hour  week. 

Under  the  National  Industrial  Recovery  Act  the  30-hour  week  was  made  man- 
datory on  all  projects  inaugurated  thereunder.  At  the  hearing  above  referred 
to  Thomas  H.  McDonald,  Chief  of  the  United  States  Bureau  of  Public  Roads, 
expressed  himself  as  favorable  to  the  provision  in  the  bill  setting  maximum 
hours  per  week  at  40  hours  instead  of  30  hours,  as  now  in  effect  on  Federal 
highways.  It  was  pointed  out  by  Mr.  MacDonald  that  a  30-hour  week  as 
applied  to  sheltered  labor,  such  as  plant  operations,  was  an  entirely  different 
situation  than  that  obtained  where  30  hours  is  applied  to  work  in  the  open, 
such  as  highways  (Pp.  12,  17,  28,  36,  37,  38,  41,  54,  transcript  of  hearing  before 
the  Committee  on  Roads,  House  of  Representatives,  on  H.  R.  4301). 

Mr.  MacDonald  presented  figures  showing  that  under  the  30-hour  provisions 
of  the  N.  I.  R.  A.  workmen  were  actually  getting  in  an  average  of  23  hours 
per  week.  In  answer  to  cross-questioning  by  members  of  the  committee  he 
answered  that  on  the  basis  of  the  40-hour  week  the  workmen  would  perhaps  get 
in  an  average  of  33  hours  per  week.  Attention  was  called  to  the  fact  that  on 
the  basis  of  the  30-hour  week  the  workmen  were  unable  to  get  in  enough  hours 
to  earn  a  decent  income,  and  that  the  most  practical  solution  would  be  to 
increase  the  maximum  hours  permitted  per  week  rather  than  increase  the  rate 
per  hour  paid  the  workmen.  It  was  also  pointed  out  that  such  a  move  would 
mean  a  greater  net  income  to  the  workmen  and  thus  maintain  the  present 
standard  of  living. 

The  position  as  taken  by  Thomas  H.  MacDonald,  Chief  of  the  United  States 
Bureau  of  Public  Roads,  in  his  testimony  at  this  hearing,  was  also  supported 
by  representatives  of  the  American  Association  of  State  Highway  Officials  at 
this  same  hearing. 

Attention  is  directed  to  the  fact  that  the  figures  presented  by  Mr.  MacDonald, 
^'bowing  23  hours  as  the  average  per  week  on  highway  work  on  a  30-hour  basis, 
were  derived  from  work  on  which  there  was  not  a  rigid  daily  maxinmm  and 
on  which  the  employees  made  up  lost  time  to  some  extent  on  succeeding  days. 
With  an  inflexible  maximum  of  6  hours  per  day  providing  no  opportunity  to 
make  up  lost  time,  the  average  hours  of  work  per  week  would  be  reduced  to  a 
ridiculous  figure. 

The  Construction  Code  provides,  as  stated,  for  area  agreements  to  be  made  in 
various  divisions  by  collective  bargaining  between  the  employees  and  emi)loyers. 
Public  hearings  have  been  held  on  over  100  of  these  agreements,  and  17  have 
been  signed  by  the  President.  Only  6  of  the  agi'eements  submitted  to  hear- 
ing provide  for  a  30-hour  week,  while  none  of  the  17  agreements  approved  contain 
a  30-hour  week  provision.  This  reflects  the  best  judgment  of  the  employees 
and  the  employers  themselves  in  the  matter,  as  they  were  equally  represented 
in  drawing  these  agreements  and,  no  doubt,  arranged  the  maximum  hours  to 
suit  the  needs  of  their  industry  in  their  community.  The  inflexible  6-hour 
day  does  not  lend  itself  readily  to  most  operations  of  construction  where  a 
half  hour  is  lost  in  preparation  in  starting  work  in  the  morning  and  another 
half  hour  lost  in  cleaning  up  the  equipment  after  the  day's  run.  In  construc- 
tion work  the  day's  operation  must  be  planned  to  reach  a  safe  place  to  cease 
work,  and  where  cement  or  such  materials  are  involved,  the  setting  of  which 
is  affected  by  temperature,  moisture,  and  other  conditions,  there  is  no  way  of 
being  sure  that  an  operation  can  be  stopped  at  any  particular  minute  of  the  day 
without  loss  of  the  material  which  has  been  installed  in  a  plastic  state.  A 
cement  floor,  for  instance,  laid  before  noon  may  be  ready  for  troweling  by 
3  o'clock,  and  it  may  not  be  ready  until  6  or  7  o'clock.  It  must  be  watched  and 
worked  when  ready.  If  not  flnished  at  the  right  time,  it  must  be  chopped  out 
and  relaid. 

With  an  inflexible  6-hour  day  imposed  on  this  industry,  it  will  be  more 
frequently  necessary  to  lay  off  the  crew  rather  than  start  an  item  in  the  middle 
of  the  day  which  might  possibly  not  be  completed  and  the  material  and  labor 
be  wasted.  Such  lay-offs  will  result  in  more  lost  time,  further  reducing  the 
30-hour  maximum,  which  cannot  be  made  up  on  another  day  due  to  the  fixed 
6  hours  per  day. 

P.  W.  A.  work  is  already  on  a  30-hour  basis,  as  well  as  other  Federal  con- 
struction. The  30-hour  week  will  have  this  effect.  If  the  total  wage  per  day 
is  kept  the  same  as  the  wage  for  an  8-hour  day,  the  cost  will  be  increased 
directly  33%  percent,  and  this  will  mean  further  discouragement  of  private 
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Ponstruction  which  is  at  present  almost  at  a  standstill.  Therefore  the  30-hour 
Xk  afapplTed  to  the  construction  industry,  whose  employees  form  a  ver> 
mSe  proportion  of  the  recognized  unemployment,  would  have  Uttle  effect  m 
ncfeasing  the  total  number  of  men  employed  on  construction  work  On  the 
contrary  such  a  serious  increase  in  the  cost  of  Private  eonstrvcti^^^^^ 
couraging  what  private  construction  may  be  contemplated  will  have  the  effect 
of  throwing  out  of  employment  the  few  men  now  employed  m  the  industry  on 

^"construction  work  usually  interrupts  or  interferes  with  traffic  by  blocking 
roads  or  sidewalks,  or  narrowing  the  available  space  for  passase.  _  S'nce  't  is 
D^slble  to  woTk  a  double  shift  for  only  a  short  season  and  in  certain  localities 
the  inflexibTo-hour  day   will  prolong  this  interruption  and  annoyance  to 
frflffip  through  the  dragging  along  of  projects  under  way. 

''IsfenrconstrSction  often  desire  an  opportunity  to  make  up  some  of  t^^^^^  lo^t 
Hmo  f>nimpd  bv  bad  weather  or  other  conditions,  and  at  times  protest  tne 
^hour  wl^kly^naximu^^^^^^^  to  the  small  number  of  hours  they  can  average. 
The  6-hour  infiexible  daily  limit  will  aggravate  this  conditiom 

A  contractor's  pay  roll  is  not  a  simple  affair,  broken  time  being  the  rule 
rRtVr  than  the  exception;  with  men  being  shifted  from  job  to  job,  and  desiring 
if^linZ^^Ttuneit  possible,  the  contractor  wiU  be  hard  pre^^^^^^^ 
thnt  thP  law  is  obeved  in  every  instance,  and  will,  no  doubt,  find  tnat  ne  nas 
imhitentionlllv  Violated  this  30-hour  law  through  the  ambition  of  some  em- 
Xyeef  toTet  inTdS^  time,  and  will  thus  be  subject  to  a  fine  of  "  not  less 
than  $200  ",  with  unlimited  possibilities  as  to  the  amount  of  the  fine. 

The  Associated  General  Contractors  of  America,  a  national  association  of 
bunmnfcSactornXay  contractors,  and  heavy  and  railroad  contractors, 
anrwhlch^l  the  recognized  association  under  the  general  contractors'  division 
of  th^  construction  code  of  fair  competition,  held  its  annual  convention  in 
WashLgton  January  28,  29,  and  30,  of  this  year,  and  at  this  convention  passed 
the  following  resolution: 

"  30-HOTJR  WEEK 

« Whereas  there  has  been  introduced  into  the  present  session  of  Congress 
certain  legislation  providing  for  a  30-hour  workweek  in  all  mdustry,  which 
Tvmilfltnrv  nrovision   it  is  alleged,  will  relieve  unemployment;  ana 

^wlevlnlT^^^^^  conviction  of  our  industry  that  the  SO-hour  work- 

xveek  is  entirely  impractical,  illogical,  and  unsuited  for  the  construction  m- 
totry'  and  will  result  in  the  retarding  of  the  much-desired  recovery  for  the 

following^rea^ons  ^^  of  the  hours  of  employment  that  a  man  may  work  without 
the  reduction  of  his  remuneration  causes  an  increased  hourly  wage,  which  ma- 
terial Iv  increases  the  cost  of  construction ;  ,  ,  .  „  ^  i^ 
"  2  A  30-hour  week  does  not  lend  itself  economically  and  logically  to  properly 
scheduled  operations  of  construction  work,  thus  reducing  the  efficiency  of  the 
work  and  also  retarding  the  orderly  progress  and  planning  of  construction 

^^"^  Whereas  the  construction  code,  already  approved,  provides  for  a  40-hour 
work  week,  and  under  which  the  industry  is  now  operating,  and  which  has 
been  deemed  by  the  Federal  Government,  through  the  National  Recovery 
Administration,  as  being  a  suitable  provision:  Now,  therefore,  be  it 

"  Resolved  That  it  is  the  judgment  of  the  Associated  General  Contractor 
of  America  in  sixteenth  annual  convention  assembled,  January  28-30,  19iJ&, 
Willard  Hotel,  Washington,  D.  C,  that  we  should  firmly  oppose  any  national 
legislation  or  regulations  that  will  impose  upon  our  industry  a  mandatory 
30-hour  week ;  and  be  it  further  ^  ^  +     +v.     „r.rv^^,^».iof^ 

"  Resolved,  That  copies  of  this  resolution  be  forwarded  to  the  appropriate 
governmental  officials  and  members  of  Congress."  >.    „o-« 

We  feel  that  the  construction  code,  with  its  provision  for  collective  bargam- 
ing  and  for  overtime  and  emergency  work  under  the  control  of  the  planning 
and  adjustment  board  set  up  under  this  code,  can  best  care  for  the  seasonal 
needs  of  our  industry,  and  that  the  injection  into  this  code  of  an  inflexible 
law  of  30  hours  per  week  and  6  hours  per  day,  with  no  provision  for  overtime, 
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emergencies,  and  providing  very  serious  penalties  for  unwitting  violation   will 
seriously  disorganize  and  retard  the  collective-bargaining  workVwchh^^^^  got 
ten  well  under  way,  and  which  has  been  referred  to  as  a  model  method  of 
arranging  satisfactory  hours,  wages,  and  working  conditLnsTn  this  industry. 

Senator  Hatch  (presiding).  Mr.  Flanders,  you  may  proceed 
now  m  your  own  way.  Please  state  for  the  record  your  name  and 
whom  you  represent. 

STATEMENT    QF    RALPH    E.    FLANDERS,    PRESIDENT    JONES    & 
LAMSON  MACHINE  CO.,  SPRINGFIELD,  VT. 

Mr  Flanders.  Mr.  Chairman  and  gentlemen,  my  name  is  Ralph 
hj  glanders  I  am  president  of  the  Jones  &  Lamson  Machine  Co,, 
of  Springfield,  Vt.  ' 

The  purposes  of  this  bill,  as  clearly  stated  in  its  preamble,  are 
such  as  will  wm  the  instant  adherence  of  every  decent  citizen  of 
this  country,  whatever  his  occupation  or  position.  My  discussion  is, 
therefore,  one  which  accepts  these  purposes  completely  and  whole- 
heartedly. I  am  only  concerned,  first,  with  pointing  out  my  reasons 
for  believing  that  the  provisions  of  the  bill  would  make  the  attain- 
ment of  the  purposes  impossible;  and,  second,  with  pointing  out  other 
procedures  which  would  make  a  successful  achievement  of  these 
purposes  possible. 

Briefly  stated  the  purposes  of  the  act  are  to  accomplish  a  recov- 
ery which  will  be  effective  throughout  the  whole  social  structure— 
not  merely  for  a  few  at  the  top.  Such  a  recovery  might  be  more 
definitely  described  in  the  following  terms  •  J        ^       "e  more 

^oS?rJn!rf>.'%^^^ -PiT?^"'^]^^         ^  ^^^^^^  ^^1"^^  ^^^  variety  of 
goods  and  the  furaishmg  of  a  larger  volume  and  variety  of  services 

the  employment  of  a  larger  number  of  workers  thereby,  and  the  dis- 

r.^!""^  ^  definition  of  recovery  is  obviously  in  the  interests  of  the 
.T.^n  !n^  ^*  ''  "^  *'"ly  ^^J^"  I^^*^^^^  i^*^^«*  «f  industrial  owner- 

t^mZ\z::r'''''  ^'  ''^"'^^^  ^'^^*  ^^^^  ^^^---  ^-- 

cl.?i?L^^''''P'^^V'l  ^i^l*  ^  recovery  of  this  solid  type  will  be  and 
shall  be  accomplished  by  a  statutory  enactment  of  the  30-hour  week 
with  hourly  wage  rates  raised  to  maintain  weekly  and  monthly  earn-' 
mgs,  and  with  exceptions  made  only  in  the  case  of  those  industries 

shoSretrnp^r  ^"^  """""''  '^  '^""^'^  '"^^^'^^^^  ^^'"'^''^  '^^y 

K^*  f  ^"^^  examine  this  proposal  as  applied  to  the  largest  single 
kZ  ?l  unemploynaent  existing  at  the  present  moment.  ^ 

M^rlh  T  i?"'^-''^  tu^  conference  of  N.  R.A.  code  authorities  last 
March  I  occupied  the  platform  as  one  of  a  group  which  contained 
a  man  whose  integrity  of  character  and  honesty  of  purpose  I  sin 

ZfL'VFr'^^'-I^^'^'''^  ^.^T'  P^^^^^^^*  «^  ^he  ImTrkan  Fed- 
eration of  Labor.  Mr  Green  delivered  at  that  time  a  ringinff  chal- 
lenge to  the  assembled  industrialists  "  to  cure  unemployment  by  a 
courageous  reduction  m  hours  and  raising  of  wages."    It  fell  to  mv 

o  theTct  tW  fh'"'"^"  ^\'''l  T^  P?^^^^™  I  called  atteS 
to  the  fact  that  the  major  part  of  the  existing  unemployment  was 

concentrated   m  the  durable-goods  industries \nd   particXrly  fn 
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those  making  capital  goods,  and  that  of  this  unemployment  more 
than  half  was  to  be  found  in  the  building  trades.  I  then  challenged 
Mr.  Green  to  suggest  a  new  schedule  of  hours  and  wages  for  the 
building  trader  which  would  reemploy  the  millions  of  unemployed 
in  that  great  industry. 

In  response  to  this  Mr.  Green  was  silent.  In  truth  there  was  no 
satisfactory  answer  then,  nor  is  there  now.  And  the  difficulty  in 
answering  goes  to  the  heart  of  the  fallacies  involved  in  the  theory 
of  the  30-hour  week. 

I  may  say  that  in  the  transcript  of  that  meeting  everything  that 
occurred,  so  far  as  I  could  see,  was  in  there  except  my  question  to 
Mr.  Green  and  absence  of  his  reply,  and  for  some  reason  that  was 
left  out.     I  never  inquired  as  to  why. 

It  would  not  be  fair  to  take  this  incident  as  a  conclusive  failure  of 
those  interested  to  make  a  reasonable  case  for  the  30-hour  week.  To 
make  sure  that  we  are  treating  this  important  matter  fairly,  let  us 
suggest  a  reply  that  Mr.  Green  might  have  given.  He  might  have 
argued  that  while  recovery  was  impossible  for  the  building  trades 
while  they  alone  were  on  short  hours  and  high  wage  rates,  their 
unemployment  would  cease  if  all  industry  were  put  on  the  same 
basis.  This  possibility  is  worth  considering.  But  it  can  be  shown 
that  a  further  shortening  of  hours  on  a  broad  scale  at  this  time 
would  seriously  retard  recovery  without  reference  to  whether  ot  not 
there  is  a  compensatory  change  in  wage  rates.  The  fallacy  involved 
is  so  obvious  as  to  be  fantastic.  Yet  the  pressure  behind  the  pro- 
posal is  strong  and  unremitting. 

The  air  clears  and  the  problem  simplifies  when  we  remember  that 
a  recovery,  to  be  real,  must  be  expressed  in  terms  of  an  increase  in 
the  production  and  distribution  of  goods  and  services.  A  further 
shortening  of  hours  cannot  possibly  produce  such  an  increase;  a 
further  shortening  would  obviously  produce  a  decrease.  It  would 
be  a  deathblow  to  recovery. 

Of  course,  there  is  a  tendency  of  all  of  us,  whether  workingmen  or 
employers,  to  think  in  terms  of  dollars  of  income,  but  those  dollars 
are  only  good  as  they  mean  goods,  and  it  seems  difficult  to  translate 
shorter  hours  into  terms  of  more  goods.  That  is  the  essential  prob- 
lem involved. 

At  the  peak  of  production  in  1928  and  1929,  with  our  normal  pro- 
ductive capacity  of  80  percent  engaged,  with  our  available  labor 
supply  more  than  80  percent  employed  at  an  average  of  hours 
per  week  at  least  25  percent  greater  than  the  hours  set  by  the  codes, 
we  were  still  unable  to  provide  a  standard  of  living  for  the  mass  of 
the  people  which  was  up  to  our  physical  possibilities  or  to  their 
deserts.  By  what  magic  process  can  we  hope  even  to  equal  that 
unsatisfactory  record,  if  we  cut  40  percent  or  more  off  the  old  work- 
ing week,  as  is  proposed? 

It  may  be  urged  that  we  produced  enough  goods  to  satisfy  our 
needs  and  wants  at  the  peak  of  production,  but  that  they  were 
improperly  distributed;  and  that  what  was  needed  then  was  higher 
wages  and  lower  profits.  Following  this  argument  it  may  further 
be  urged  that  a  continued  upward  adjustment  of  wage  rates  will 
redistribute  our  lessened  production  in  such  a  way  as  to  give  a  more 
desirable  balance  in  the  enjoyment  of  goods  and  services  as  between 
different  classifications  of  the  population. 
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The  proper  answer  to  this  proposal  is  to  question  at  onro  ih^ 
nece^ity  for  a  lowered  rate  of  production;  and^drscover  Tns^^^^^^ 
whether  there  may  not  be  means  by  which  we  niiiy  moreT^^^^^^^ 
distribute  a  larger  output.  It  is%roposed  to  su~  Ss  bv 
which  this  much  more  desirable  end  can  be  Ltalnfd  fiTbefore 
considering  this  point,  let  us  look  at  some  of  the  fundamentals  of 
wage  pohcy  as  required  in  the  earlier  stages  of  a  re' overT 

in  .off  ?"■     '^'^'^^  ^^  ^"V'^'^y  ^^^^  ^^tes  at  this  time  will  be  reflected 
in  raised  prices  for  goods  and  services.    The  question  is,  can  that 
rise  in  prices  be  kept  less  in  percentage  than  theorise  in  th^  workers' 
incomes  so  that  they  will  be  able  to  purchase  more  goods  and  serSs 
with  the  income  from  the  same  number  of  hours  of  work  ? 
.    As  a  matter  of  fact,  we  have  had  price  rises  which  ate  ud  wair^ 
increases,  thus  preventing  an  increase  in  deniiind  from  the  Zrkers 
We  may  argue  that  this  should  not  be  so.     But  with  such  a^-eDon 
derant  proportion  of  industry  still  running  at  a  loss  or  on  danSsfv 
narrow  profit  margins,  it  is  foolish  to  ex^pect  tlilt  exact  SS 

l&solutlor^^^^^^^  "^^^^  t  rr^'^y  ^-  a^VeoretS^ 
cloisterPd^it^^^^^^  ^^^^'''?  ""^"^^  be  difficult  to  calculate  in  thi 

She  push  and  nnll  nfrT-'..-''P'^  ^^  '!  ^^^^^^^^^  ^^  calculation 
m  tne  push  and  pull  of  the  shifting  forces  of  the  market  place 

w.l^K^  ^^u^'"^  ^"^'^^^^^^  ^^^^  «^«^^^  «^  difficulties,  twJ  more  are 
price  Ud  tTi  ^r'^"^-  1  ^^'  T"^^'  ^'  «^  ^''^^^^  balancLg  of 
with  «  n.f  inf^  ?^^T'  ^^^r'  >^^^  ^^^^k«  «f  purchasing  power 
with  a  net  loss,  salaried  men,  for  instance,  and  farmers.     This  bill  if 

enacted,  will  in  fact  destroy  the  progress  'which  the  fa^er  has  made 
hitherto  in  coming  into  balance  with  the  industrial  population  The 
net  result  is  a  decreased  demand  and  a  slowing  of  business 

The  second  point  is  that  there  is  nothing  in  this  to  give  anv  en- 
couragement  to  recovery  in  the  industries^where  recovery  L  ^mo^^ 
needed  The  capital  goods  industries  can  only  be  revfved  bv  thp 
hope  of  profit  in  the  industries  they  serve.     Until  thTreviveJ  the 

sX^ZeTil  f^r/^Pl^^r"'  -ill  continue  to  distrLXl  V^^^^ 
^^?^f   I  ^  ^^^  *^  perplex  and  concern  the  rest  of  us.    These 

pomts  by  no  means  cover  the  fallacies  involved  in  shorter  hours  a n^ 
for  wage  raises  at  rates  faster  than  reviving  businei  can  support 

^:iiS:S£'  ^'-  ^^^^^^  -"^^  ^^^^^^-  ^«t- 

l\  nZ'^r^^^  suggested  that  in  the  case  of  a  particular  indSstry  a 
25  percent  price  rise  means  only  a  4  or  5  percent  ri^P  in  fh^Z.f/  ? 
the  article  itself,  owing  to  the  ilct  thaUabor  may  be  a  comm^^^^^^ 
small  element  as  compared  with  material  or  overLanxXses  S 
vanous  sorts;  but  if  you  take  the  finished  articles  fn  the  hands  of 
the  consumer  and  trace  it  clear  back  to  its  original  source  in  the  soil 
or  the  mines  or  wherever  the  material  comes"  from,  S  are  onTv 
two  or  three  elements  that  do  not  enter  into  the  entire  process  ^ 

loK  r^u^  '''^^^'^'  P/?^^'  ^^^^'  ^^d  everything  else  wh^h  are  not 
labor  The  amount  of  interest  or  rent  involved  is  perhaps  difficult 
of  calculation  The  amount  of  profit  involved  over  a  Sd  of  ve^^^ 
can  be  taken  from  a  Senate  document  gotten  out  atThe  renuest  ol 

SceSstft^^^  Commerce\year  ago,  whkVinTcated 

percentages  of  proht  for  businesses  as  a  whole,  running  in  the  neigh- 
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borhood  of  5  or  6  percent  even  in  good  times.  That,  of  course,  is 
composed  of  many  examples  of  much  greater  profit,  many  examples 
of  great  loss,  and  is  an  average  of  the  loss  and  profit  of  business  as  a 

whole. 

The  profit  system  has  served  us  well.  At  no  other  time,  in  no 
other  place,  has  the  mass  of  the  population  been  better  oif  materially 
than  in  this  country  under  the  profit  system,  even  during  the  depres- 
sion. Other  systems  offer  only  hopes  and  imaginations — not  fulfill- 
ment. (Note  the  careful  statement  that  the  population  has  been 
better  off  "  materially."  Spiritually  the  victim  of  the  depression  has 
suffered  as  never  before,  because  he  has  suffered  unjustly,  in  the  face 
of  plenty,  and  in  spite  of  the  most  wonderful  productive  possibilities 
the  world  has  ever  known.) 

For  a  further  advance,  a  wider  spread  of  benefits  and  a  steadier 
operation,  three  things  are  necessary.  We  must  understand  the 
profit  system,  we  must  protect  it,  and  we  must  trust  it. 

An  understanding  of  the  profit  system  shows  that  its  success  in 
serving  the  mass  of  people  depends  on  profit.  To  permit  the  recovery 
of  business,  the  increase  of  employment,  the  expansion  of  purchasing 
power,  the  broader  production  and  distribution  of  goods,  there  must 
be  a  reasonable  hope  of  profit.  We  can  stabilize  on  any  level.  We 
sink  to  a  low  level  if  profit  is  threatened.  The  30-hour  week  is  a 
proj)osal  to  stabilize  on  a  low  level.  The  whole  population  rises  to 
a  higher  level  if  business  profit  is  not  merely  permitted,  but  en- 
couraged, and  if  production  is  allowed  to  increase. 

No  paltry  5  or  6  percent  is  sufficient  as  a  bstsis  for  our  needed 
expansion  of  business  enterprise.  That  will  barely  pay  the  bank 
interest,  and  enterprise  is  full  of  risk.  It  is  the  hope  for  10,  20,  50 
percent  profit  that  makes  the  justifiable  risk,  opens  the  sluice  gates 
of  bank  credit,  expands  employment,  and  multiplies  the  production 
and  distribution  of  goods.  It  is  useless  to  scold  banks  and  business 
for  not  expanding  credit  more  rapidly.  Unless  the  prospect  for 
profit  is  sufficient  it  is  wrong  to  lend  and  dangerous  to  borrow. 

It  is  the  reasonable  hope  tor  these  high  profits  that  counts.  As  a 
fact,  the  actual  average  of  earning  is  only  4  or  5  percent.  This  aver- 
age is  compounded  of  higher  earnings  and  serious  losses.  Business 
is  full  of  risk.  Legislative  and  administrative  policies  which  render 
lip  service  to  the  profit  system  and  hold  the  possibilities  down  to 
the  average,  destroy  the  profit  system,  throw  great  masses  of  the 
population  into  the  condition  of  wards  of  the  State,  and  put  off, 
perhaps  forever,  the  entrance  of  our  civilization  into  the  rewards 
which  science,  engineering,  and  business  enterprise  have  been 
preparing  for  it. 

The  profit  system  needs  protection.  It  was  severely  strained  by 
the  inflationary  structure  built  up  by  Government  policies  to  finance 
the  war.  It  was  again  strained  by  the  inflationary  credit  structure 
built  up  to  finance  the  security  speculation  of  the  period  ending  in 
1929.  There  is  danger  that  we  will  perpetrate  the  same  folly  in  our 
financing  of  the  depression  and  the  recvovery — building  up  a  new 
structure  of  crazy  and  unstable  elements  of  credit — when  a  solid, 
progressive  recovery  is  possible. 

These  credit  sprees  are  not  a  necessary  feature  of  the  profit  system. 
They  are  wasting  fevers,  malignant  tumors  in  its  body.  They  are 
preventable.     There  is  needed  a  knowledge  of  economic  hygiene 
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comparable  to  the  bodily  hygiene  which  has  transformed  the  physi- 
cal health  of  our  population.  Hygiene  is  our  resource.  Medication 
and  surgery  have  failed  us. 

It  will  be  worth  our  while  to  pause  for  a  moment  to  describe  a 
typical  incident  of  the  thousands  which  go  to  the  making  of  a  boom 
and  its  consequent  depression. 

In  a  period  of  growing  optimism  an  enterprising  promoter  merges 
a  group  of  business  concerns,  capitalizes  the  merger  for  several 
times  the  total  value  of  the  constituent  parts,  and  for  a  value  far 
greater  than  tliere  is  any  possible  hope  of  justifying  by  earnings  in 
the  near  future.  This  expanded  stock  issue  is  put  on  the  market. 
It  is  purchased  on  narrow  margin  by  a  hopeful  and  foolish  public. 
Purchasing  on  margin  means  that  the  major  part  of  the  purchase 
funds  is  borrowed,  and  not  borrowed  from  someone's  previous  sav- 
ings, but  from  bank  credit  generated  by  the  borrowing  operation. 
Bank  credit,  wliich  is  nine-tenths  of  our  money,  is  purchasing  power 
generated  by  borrowing  and  destroyed  by  paying  back. 

We  have,  then,  a  situation  in  which  this  and  thousands  of  similar 
transactions  have  persuaded  bank  borrowers  to  generate  and  pass 
over  to  promoters  and  security  manufacturers  billions  of  new-made 
and  baseless  purchasing  power  in  return  for  paper  of  doubtful  value. 
This  baseless  credit  in  turn  reappears  in  the  investment  market  as 
real  money,  and  finances  needless  and  wasteful  construction  of  hotels, 
apartment  houses,  and  other  capital  assets. 

When  the  volume  of  doubtful  paper  and  the  burden  of  underlying 
debt  have  ballooned  to  such  size  that  their  instability  is  evident, 
the  structure  collapses.  In  collapsing  it  leaves  the  debts  behind  it! 
arid  in  the  tedious  years  of  debt-paying,  purchasing  power  is  ex- 
tinguished faster  than  it  can  be  generated  by  new  business. 

This  was  our  recent  history,  and  it  is  in  view  of  this  experience 
that  we  must  shape  our  future  policy.  Credit  extended  to  finance 
current  production  and  distribution  is  safe.  If  conditions  are  right 
for  business  profit,  such  business  and  such  profit  can  safely  and  rap- 
idly expand.  Their  expansion  will  carry  with  it  increased  employ- 
ment and  a  higher  standard  of  living  for  the  mass  of  the  population. 
On  the  other  hand,  credit  expanded  to  capitalize  hopes  of  profit 
from  future  business  operations  is  dangerous  in  the  extreme.  Profits 
from  such  operations  are  not  business  profits,  but  speculative  win- 
nings in  a  dangerous  gamble,  in  a  game  which  will  wreck  any  period 
of  prosperity  no  matter  how  solidly  based  it  may  otherwise  be. 

In  the  future  we  must  continue  to  risk  investment;  but  the  funds 
risked  must  be  from  savings,  not  credit  expansion.  Credit  must  be 
confined  to  the  safe  function  of  financing  current  production  and 
distribution. 

By  this  analysis  we  are  made  aware  of  the  vital  distinction  between 
speculative  profit  derived  from  credit  inflation  and  business  profit 
founded  on  credit  extended  for  the  useful  purposes  of  producing 
and  distributing  goods.  It  is  the  kind  of  profit  which  matters,  not 
the  amount.  Real  business  profit  has  never  been  too  great  for  the 
purposes  of  normal  business  expansion  and  the  furnishing  of  the  em- 
ployment involved  in  that  expansion.  It  is  the  so-called  "  profits  " 
of  speculative  inflation  which  have  wrecked  our  social  structure 
before  and  will  do  so  again  unless  we  learn  to  control  them. 
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The  problem  of  recovery,  of  reemployment,  and  of  a  higher  stand- 
ard of  living  for  the  mass  of  the  people  is  the  problem  of  increased 
business  profits — not  by  a  contraction  of  operations  as  from  price- 
fixing  under  the  codes*  or  from  too  short  hours,  or  high  wages  as 
under  union  policy,  but  from  expansion  of  operations  under  condi- 
tions more  free  and  flexible  than  now  exist.  Broader  policies  from 
both  labor  and  industry  are  required. 

From  industry  there  may  well  be  asked  better  v/age  policies,  as 
well  as  abandonment  of  much  of  the  existing  price  and  production 
controls.  As  an  example  of  a  healthful  wage  policy,  true  to  the 
mechanism  of  the  system  and  obviously  favorable  to  labor,  it  seems 
clear  that  wages  should  rise  as  recovery  makes  this  possible — with 
tlie  wage  rise  as  a  result  not  a  cause.  This  will  both  tend  to  re- 
strain excesses  of  expansion  and  to  distribute  prosperity  as  well.  If 
not  automatic,  such  wage  raises  will,  at  least,  be  natural.  For  rais- 
ing wages  there  is  no  expedient  comparable  to  an  active  demand  from 
profitable  business. 

But  it  seems  to  me  that  something  more  definite  and  formal  is  in 
order.  We  have,  roughly  speaking,  two  points  of  reference  in  our 
standard  work  week.  The  work  week  of  the  codes  averages  about 
40  hours.  The  basic  work  week  of  1929  averaged  about  50  hours. 
Let  me  make  the  specific  suggestion  that  no  maximum  hours  be  set 
in  codes,  at  least  short  of  54  hours;  that  overtime  above  40  hours 
and  less  than  50  be  set  at  time  and  a  half  and  that  overtime  for  50 
hours  or  more  be  made  double.  In  industries  in  which  code  hours 
and  1929  hours  were  at  other  figures,  the  arrangement  would  be 
changed  to  correspond.  If  we  are  wise  and  trust  intelligently  and 
whole-heartedly  to  our  profit  system,  it  will  not  be  many  months 
before  millions  of  men  will  be  working  on  this  basis  on  time  and  a 
half  or  double  time,  and  not  paying  extravagant  prices  for  the  goods 
and  services  they  produce. 

This  is  a  purely  personal  suggestion,  with  no  backing  from  any 
industrial  or  other  organization.  It  fits  into  the  normal  operations 
of  our  economy,  permits  the  production  of  an  expanded  volume  of 
goods  and  services,  distributes  them  more  equitably,  tends  to  tone 
down  the  extremes  of  speculative  business  expansion,  and  will  effect 
an  automatic  spreading  of  employment  in  dull  times. 

It  is  necessary  to  apply  the  policy  on  some  such  moderate  basis 
as  here  suggested.  If  applied  in  an  extreme  form  it  can  be  as  de- 
structive to  the  best  interests  of  the  workers,  as  would  be  the  30-hour 
week  or  a  too  rapid  rice  in  wages  in  advance  of  business  expansion. 

This  proposal  is  offered  as  a  concrete  suggestion  for  improved 
wage  policy. 

Let  me  again  advert  to  the  necessity  for  understanding  and  pre- 
serving the  profit  system,  if  the  needs  and  desires  of  the  common 
man  are  to  be  served.  In  scores  of  legislative  and  administrative 
acts  of  the  recent  past,  in  hundreds  more  threatened  for  the  imine- 
diate  future,  lie  the  germs  of  disease  and  destruction  for  our  social 

order. 

It  is  not  speculative  inflation  that  is  threatened.  Constructive 
business  profit  is  attacked — at  times  by  inadvertence,  at  times  by 
intention.  Of  the  legislative  and  administrative  branches  of  the 
Government,  it  is  required  that  true  business  profit  be  relieved  of  sus- 
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picion.    More  than  this  is  required.    It  is  required  that  true  business 
profit  be  fostered  and  encouraged  in  every  wise  and  effective  way. 
Summing  up,  the  workers'  interests  will  be  served  by — 

1.  Abandonment  of  the  wage  and  hours  policy  of  bill  S.  87. 

2.  Abandonment  by  labor  of  corresponding  wage  and  hour  policies 
which  retard  recovery  and  reemployment. 

3.  Abandonment  by  industry  of  the  search  for  profit  by  way  of 
less  production  and  higher  prices,  and  a  return  to  normal  profit  and 
business  expansion  through  increased  production  and  lower  prices. 

4.  Acceptance  by  business  of  overtime  wage  policies  which  will 
distribute  an  increased  sum  in  wages  as  the  demand  for  workers 
rises  above  the  level  of  the  40  hours  per  week. 

5.  Active  protection  of  true  business  profit  by  Government  for  the 
sake  of  reemployment,  increased  pay  rolls,  and  increased  govern- 
mental income. 

6.  Confining  repressive  measures  to  the  limiting  of  profit  from 
speculative  inflation,  which  destroys  purchasing  power,  produces 
unemployment,  and  generates  an  unendurable  burden  of  debt. 

In  a  word,  the  worker  needs  an  old-fashioned  recovery  with  a 
new-fashioned  lid  on  it — a  lid  which  does  not  close  down  on  the 
expansion  of  business  profit  and  employment  but  does  save  him 
from  the  miseries  of  extreme  boom  and  consequent  depression.  In 
the  attainment  of  such  a  recovery,  business,  Governmet,  and  the 
workers  can  and  must  play  their  parts  with  cooperative  spirit  and 
clear  understanding. 

Senator  McCarran.  Would  you  mind  going  back  there  and  ex- 
plaining a  little  on  subdivision  *5?    Just  read  that  subdivision  again. 

Mr.  Flanders  (reading) : 

Active  protection  of  true  business  profit  by  Government  for  the  sake  of 
reemployment   increased  pay  rolls,  and  Increased  governmental  income. 

Senator  McCarr.\n.  Will  you  explain  that  a  little  further? 

Mr.  Flanders.  Yes;  either  generally  or  specifically.  I  will  take 
It  up  first  generally.  The  point  of  view  is  that  business  in  the  past 
has  always  been  expanded,  employment  has  been  increased,  by  the 
prospect  of  profit.  That  is  the  measure  of  the  way  in  which  we 
recover  from  a  depression.  In  the  expectation  of  the  appearance 
of  new  profit  the  business  man  expands  his  operation,  goes  to  the 
bank  to  borrow  money  for  that  purpose,  convmces  the  banker  that 
his  hopes  for  profit  have  some  foundation.  The  new  funds  hire  new 
men,  make  new  goods  that  go  into  circulation.  That  is  the  old  way, 
and  that  way  depends  upon  expectation  of  new  profit.  Profit  is 
the  generating  power  to  that  type  of  an  increase  of  business,  in- 
crease of  emDloyment,  increase  of  funds  in  circulation. 

Senator  McCarran.  That  is  anticipated  profit? 

Mr.  Flanders.  Anticipated  profit.  Anything  that  makes  that 
anticipated  profit  doubtful  tends  to  slow  up  that  process. 

Senator  McCarran.  I  do  not  want  to  interrupt  your  thought, 
but  I  just  want  to  get  at  this.  How  would  you  carry  out  the  policy 
there  of  governmental  insurance  of  profits  ? 

Mr.  Flanders.  Not  at  all ;  no  governmental  insurance  of  profit. 

Senator  McCarran.  Perhaps  I  do  not  recall  the  exact  langua^^e 
of  subdivision  5.  &     & 


Mr.  Flanders.  Protection  is  not  insurance.    It  is  no  business  of 
the  Government  to  insure  profit  to  the  business  man. 

Senator  McCarran.  Would  you  say  governmental  protection  ( 
Mr    Flanders.  Yes;  I  would  be  willing  to  use  a  word  less  de- 
cided* than  protection.    I  did  use  the  word  "  protection.      We  have 
been  trying  under  the  codes  to  protect  profit.     The  laboring  man 
has  been  trying  under  the  unions  to  protect  hours  and  wages      Ihat 
has  resulted  in  the  slowing  up  of  business  expansion      The  Govern- 
ment's part  in  that  is  too  simply  make  sure  that  it  does  not  under- 
take policies  or  pass  legislation  which  threatens  true  business  proht 
and  thus  slow  up  the  prophecies  of  recovery.     Do  you  want  me 
to  give  you  a  particular  incident  apart  from  this  bilH 
Senator  McCarran.  Yes;  I  would  be  glad  to  have  it. 
Mr.  Flanders.  I  may  say  at  once  that  it  is  an  exceedingly  con- 
troversial subject  and  perhaps  I  might  better  leave  it  alone,  but  i 
am  willing  to  raise  the  question. 

Senator  McCarran.  If  it  amplifies  your  thought. 
Mr.  Flanders.  It  does.  It  is  very  pertinent,  I  think,  it  relates 
to  the  current  impression,  which  impression  has  a  very  large  basis 
of  fact,  that  public-utility  rates,  particularly  electric-power  rates,  are 
too  high,  and  that  there  have  been  too  large  profits  in  public  utili- 
ties in  the  sale  of  electricity.  r  /^  .  i  i  4^ 
As  I  say,  there  is  unquestionably  a  large  basis  of  fact  back  ot 
that,  but  I  want  to  call  attention  to  the  two  ways  in  which  public- 
utility  operations  have  had  effect  on  the  state  of  business  and  the 
effect  that  it  has  had  on  governmental  policy  with  relation  to  it. 

So  far  as  the  rates  themselves  are  concerned,  they  attect,  it  car- 
ried down  to  the  lowest  rate  that  is  consistent  with  maintaining 
property  and  paying  interest  on  the  investment  which  would  repre- 
sent only  a  comparatively  few  dollars  a  year  saving  to  the  individual 
user— I* am  not  speaking  of  the  industrial  user,  but  the  individual 
citizen  using  electric  power  in  his  house.  Now,  that  is  important; 
it  is  important  to  the  extent  of  those  few  dollars  which  may  run 
anywhere  from  $5  to  $50  a  year.  So  that  is  a  matter  of  importance. 
A  matter  of  tremendously  greater  importance,  so  far  as  public 
utilities  are  concerned,  was  the  basis  of  utility  securities  as  a  foun- 
dation for  a  tremendous  speculative  structure  during  the  period  1926 
to  1929,  which  was  one  of  the  major  factors  in  the  inflation  of  the 
crash.  That  use  of  such  securities,  the  securities  of  utilities  as  a 
basis  for  speculative  inflation,  was  a  matter  of  tremendous  impor- 
tance. That  wipes  out  the  income  of  a  family.  When  the  Govern- 
ment puts  major  attention  on  a  few  dollars  a  year  of  payment  of 
rates  and  does  not  see  that  the  real  major  problem  is  the  use  of 
those  securities  as  a  foundation  for  speculative  inflation,  it  is  look- 
ing at  the  wrong  thing.  It  is  endeavoring  to  get  in  business  the  rate 
of  profit  down  to  a  minimum ;  and  that  is  just  as  true  in  the  electri- 
cal industry  as  in  any  other  industry. 

We  had  during  December  an  approach  to  the  all-time  high  in  out- 
put of  kilowatt-hours.  Under  any  ordinary  previous  conditions  at 
a  time  of  alleged  all-time  high  in  output  of  kilowatt-hours  there 
would  have  followed  a  great  demand  for  new  electrical-power  plants. 
The  companies  manufacturing  electrical  equipment  would  have  been 
busy.    There  would  have  been  a  rush  of  funds  into  the  investment 
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market  for  financing  new  electric-power  plants,  and  there  would  have 
been  a  corresponding  increase  of  employment  in  the  industries  to 
refurnish  goods  of  that  type. 

The  fact  that  the  Government  is  concentrating  on  what  is  a  minor 
question  but  an  important  question,  but  still  a  minor  question  of 
utility  rates,  means  that  that  particular  area  which  normally  would 
be  expanding  and  getting  new  money  and  hiring  new  men  and 
increasing  employment  and  distributing  higher  wages  is  dead.  It 
probably  will  revive  again,  but  it  is  just  an  unfortunate  fact  that 
it  is  dead. 

Electrical  rates  have  been  coming  down  through  the  years  and 
can  continue  to  come  down,  but  the  endeavor  to  get  them  down  as 
a  major  governmental  policy  which  fills  the  public  eye  and  which 
spreads  itself  across  the  front  pages  of  the  newspapers  means  that 
one  of  the  many  elements  of  reemployment,  expanded  wage  distri- 
bution, is  for  the  time  being  blocked. 

I  may  say  that  I  have  absolutely  no  connection  with  any  utility, 
except  for  the  paying  of  bills,  but  I  am  interested  in  selling  machin- 
ery to  the  manufacturers  of  electrical  equipment,  and  am  interested 
in  increasing  our  employment  thereby  and  should  be  very  glad  to 
see  them  increasing  their  employment  thereby. 
Senator  Hatch.  Are  there  any  further  questions? 
Senator  Austin.  Yes;  I  wanted  to  inquire  whether  any  part  of 
the  product  of  your  factory  and  other  similar  factories  is  sold  abroad, 
whether  it  enters  into  foreign  commerce. 

Mr.  Flanders.  Yes,  sir.  Owing  to  the  fact  that  our  type  of  indus- 
try, which  is  a  capital  goods  industry,  has  had  practically  no  demand 
in  this  country  for  years,  we  have  been  forced  to  cultivate  our  for- 
eign markets  to  the  limit  of  our  ability,  and  have  been  sustained  by 
them.  The  employment  that  our  men  have  had  has  been  nearly  75 
percent  on  account  of  foreign  orders  in  the  last  4  years,  and  any 
increase  in  the  cost  of  those  goods  at  that  time,  and  at  the  present 
time,  would  make  a  very  serious  difficulty  in  the  way  of  our  con- 
tinuing to  sell  abroad. 

The  situation  at  the  present  time  is  more  nearly  on  a  cost  basis 
of  comparison  of  prices  than  it  has  ever  been  before.  Hitherto  in 
a  case  of  a  customer  in  England  or  Germany  or  Japan  or  Italy  or 
France  deciding  whether  to  buy  American  machinery  of  the  type 
we  make  or  machinery  from  some  other  country,  there  has  been 
enough  difference  in  the  quality  or  character  of  the  machinery,  its 
productiveness,  so  that  he  is  willing  to  pay  a  substantially  larger 
amount  for  our  goods.  At  the  present  time  with  the  necessary  price 
raises,  and  others  threatened,  that  margin  is  cut  down  to  the  place 
where  the  price  of  our  machinery  for  the  first  time  becomes  an 
important  element. 

Senator  Austin.  What  is  vour  opinion  of  the  effect  on  that  busi- 
ness from  arbitrary  fixing  ot  the  hours  of  employment  and  the  rates 
of  wages? 

Mr.  Flanders.  The  proposals  would  call  for  a  one-third  increase 
in  the  wage  rate.  That  would  mean  one-third  increase  in  labor  cost 
to  us,  because  the  40-hour  week  is  already  so  low  compared  to  what 
workers  are  used  to  that  they  are  fresh  at  the  end  of  the  day.  That 
is,  there  is  no  advantage,  such  as  we  have  had  in  time  past,  in  going 
from  60  hours  a  week,  as  I  used  to  work  when  I  was  a  boy,  down  to 


50  hours  a  week,  whereby  you  got  in  a  larger  number  of   fresh 
hours  a  day  and  increased  the  output. 

The  men  are  now  fresh  at  40  hours.  They  would  be  no  increase 
in  output.  There  would  be  an  added  331/3  percent  in  wage  rate, 
which  in  our  case  would  make  directly  a  certain  increase  of  about 
12  to  15  percent  in  cost,  and,  indirectly,  as  I  described,  a  much  larger 
one  because  everything  we  buy  would  be  correspondingly  increased 

in  cost.  ' 

I  made  the  statement  that  the  ultimate  price  to  the  consumer  of 
anything  is  all  labor  except  taxes.  No ;  I  do  not  except  taxes  be- 
cause taxes  largely  go  into  the  pay  roll  ultimately — except  interest, 
rent,  and  profit— and  profit  on  the  whole  for  business  as  a  whole 
runs  to  only  5  or  6  percent,  and  what  interest  and  rent  runs  I  do 
not  know;  but  at  least  75  percent  of  everything  you  buy  is  labor, 
and  I  would  expect  that  would  raise  our  prices  at  least  25  percent,  if 
this  were  universal.  So  that  everything  we  bought  had  to  be  raised 
correspondingly  to  what  we  have  to  raise  it. 

Senator  Austin.  Would  that  be  reflected  in  employment  in  the 
industry,  in  your  opinion  ? 

Mr.  Flanders.  It  would  be  reflected  in  our  orders.  Our  orders 
would  certainly  decrease,  particularly  from  abroad,  and  being  re- 
flected in  our  orders,  it  would  evidently  be  reflected  in  our  employ- 
ment. 

I  was  talking  with  a  cotton  mill  man  the  other  day.  He  said 
that  a  part  of  his  decrease  in  orders  could  be  laid  to  the  substitu- 
tion of  the  36  hours  for  the  40  hours  in  the  cotton-garment  indus- 
tries. They  had  had  to  raise  prices,  and  the  demand  for  them  had 
gone  down,  and  the  demand  in  the  cotton-goods  industry  had  de- 
creased verv  definitely  by  that  movement. 

So  that  comparatively,  in  order  to  drop  from  40  hours  to  36 
hours  in  the  cotton-garment  industry  had  affected  a  number  of  men 
employed  in  his  mills  in  South  Carolina. 

Senator  Austin.  Speaking  of  the  machine-tool  industry  in  gen- 
eral, what  do  you  think  of  the  possibility  of  this  bill,  if  it  becomes 
a  law,  putting  some  of  that  industry  out  of  commission  entirely? 
Mr.  Flanders.  It  certainly  would  if  we  were  not  a  hardy  race. 
We  are  accustomed,  sir,  in  hard  times,  to  going  down  to  10  or  15 
percent  of  our  output  at  the  peak.  That  is  hard  on  us.  It  is  much 
harder  on  the  men. 

What  I  am  wishing  to  say  there  is,  that  those  who  have  survived 
thus  far  can  stand  most  anything,  but  I  am  not  sure  but  what  it 
would  put  some  of  the  remainder  of  us  out  of  business.  But  I 
am  more  concerned  about  the  purposes  of  this  bill,  as  to  what  it 
would  do  to  the  workers  than  I  am  as  to  what  it  would  do  to  the 
companies,  except  as  the  fortunes  of  the  companies,  of  course,  affect 
the  fortunes  of  the  workers. 

There  is  no  question  but  what  rises  in  price  that  would  be  necessary 
and  the  inability  to  sell  at  those  increased  prices  would  put  a  good 
many  companies  whose  business  is  now  reviving  back  to  where  they 
were,  and  they  would  be  unable  to  survive  the  return  to  the  condi- 
tions of  1932  and  1933. 

Senator  Austin.  Have  you  had  to  do  with  the  N.  R.  A.  and  the 
application  of  it  to  business? 
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Mr.  Flanders.  I  was  a  member  of  the  Industrial  Advisory  Board 
of  the  N.  R.  A.  from  November  of  1933  to  March  of  1934.  It  was 
from  my  experience  there  that  I  drew  my  i-eferences  to  bad  indus- 
trial profits  by  trying  to  increase  profits  in  the  way  I  mention.  I  tell 
my  fellow  industrialists  that  their  efforts  to  do  that  are  exactly 
the  same  as  trade-union  policies,  and  both  of  them  are  false.  The 
best  example  of  the  trade-union  policies  are  the  best  evidence  in  the 
building  trades  that  have  been  unable  to  find  employment  throughout 
the  depression  and  have  been  compelled  to  recover  more  slowly  than 
any  other  group  of  workers  in  the  country;  and  it  was  proposed  to 
apply  things  that  have  been  so  unsuccessful  in  the  building  trade  to 
the  whole  range  of  labor  and  industry. 

Senator  Hatch.  Mr.  Wentworth. 

STATEMENT  OF  W.  A.  WENTWORTH,  SECRETARY,  DAIRY 
INDUSTRY  COMMITTEE,  WASHINGTON,  D.  C. 

Mr.  Wentworth.  My  name  is  W.  A.  Wentworth,  secretary  of  the 
Dairy  Industry  Committee.  This  committee  is  composed  of  official 
representatives  from  and  is  supported  by  the  International  Associa- 
tion of  Milk  Dealers,  International  Association  of  Ice-Cream  Manu- 
facturers, American  Association  of  Creamery  Butter  Manufacturers, 
National  Cheese  Institute,  Evaporated  Milk  Association,  and  Dry 
Milk  Institute. 

Those  are,  as  you  will  recognize,  the  processors,  the  manufacturers, 
and  the  distributors  of  dairy  products. 

Senator  McCarran.  Are  you  connected  with  the  National  Dairy 
Products  Corporation? 

Mr.  Wentw^orth.  No,  sir.  Of  course,  they  are  members  of  some 
of  these  associations,  along  with  a  great  many  other  members  of  the 
industry. 

Senator  McCarran.  Would  you  mind  naming  some  of  the  othei*s 
that  belong  to  your  association? 

Mr.  Wentworth.  Senator,  the  committee  which  I  am  here  repre- 
senting today  is  composed  of  these  associations  which  I  named.  The 
various  members  of  the  industry  are  members  of  these  several  asso- 
ciations. For  illustration,  there  are  in  the  International  Association 
of  Milk  Dealers  some  425  members  scattered  throughout  the  United 
States.  The  subsidiaries  of  the  National  Dairies  Products  Corpora- 
tion, the  subsidiaries  of  the  Borden  Co.,  individual  companies,  all 
are  members,  varying  in  size  from  some  that  operate  only  4  or  6 
routes  in  their  localities  up  to  others  who  may  operate  several  hun- 
dred. So  the  same  illustration  applies  to  the  other  associations.  The 
membership  is  scattered.  I  think  there  are  some  450  members  in  the 
Ice  Cream  Association.  I  can  secure  all  that  information  for  you. 
I  did  not  bring  it  along  with  me. 

Senator  McCarran.  But  the  principal  one  is  the  National  Dairy 
Products  ? 

Mr.  Wentworth.  I  would  not  say  that.  Senator. 

Senator  McCarran.  The  National  Dairy  Products  Corporation 
and  the  Borden  concern? 

Mr.  Wentworth.  Those  two  together,  and  the  manufacturing  in 
the  dairy-products  industry  does  not  represent  over  20  to  25  percent 
of  the  total  volume. 


Senator  McCarran.  That  is  individually,  but  collectively  and 
throuirh  their  affiliates  and  subsidiaries m      u    f  ^.r. 

Mr  Wentworth.  No;  I  mean  all  put  together  The  best  est i- 
mate  made-and  this  was  several  years  ago,  and  it  is  very  difficult 
to  Let  an  accurate  estimate  because  of  the  vast  distribution  of  the 
^le  of  these  products-was  about  4  billion  dollars.  The  combina- 
tion of  the  sales  of  the  two  companies  which  you  mentioned  will  run 
about  20  percent  of  that.  But  I  am  glad  I  am  not  saying  that  under 
oath,  because  there  are  no  recent  figures  on  the  total  sales  of  the 
industry.  That  is,  the  last  estimate  I  know  of  was  made  m  1928, 
and  I  am  trying  to  apply  the  sales  of  those  two  companies  of  those 

'^'Milk^ard'Kroducts  are  handled,  processed,  and  ^istributed  by 
thousands  of  establishments  throughout  the  United  States  These 
establishments  range  in  size  from  those  operated  by  an  individual 
who  do^^^^^^  or  mof t  of  the  labor  involved,  such  as  a  farmer  who  is 
a  distributor  of  fresh  milk  or  farm  butter,  and  establishments  which 
are  largely,  if  not  entirely,  family  enterprises  where  the  processing 
and  delivery  is  done  entirely  by  the  members  of  the  family  to  rather 
large  and  industrialized  establishments  which  may  employ  a  hundred 

""'^rThe^p^^isions  of  section  7  (b)  of  S.  87  the  act  shall  not 
"applv  to  agricultural  or  farm  products  processed  for  first  sale  by 
the  original  producer."  This  exempts  from  the  provisions  of  the  act 
a  very  large  percentage  of  the  product  processed  and  delivered  by 
establishments  in  the  industry.  For  illustration,  m  the  fluid-mi  k 
industrv  it  is  estimated  by  the  International  Association  of  Milk 
Dealers  and  corroborated  by  the  N  R  A.  that  there  are  104  000 
delivery  routes,  upon  which  are  employed  some  120,000.  Ot  these  it 
is  estimated  that  45  percent  are  operated  by  producer-distributors 
who  are  engaged  in  processing  "for  first  sale  by  the  ori^nal  pro- 
ducer "  Thus  almost  one-half  of  this  particular  phase  of  fluid-milk 
distribution  would  be  exempt  from  the  provision  of  the  act. 

I^t  me  sav  here  that  the  number  of  farmers  engaged  m  the  retail 
or  wholesale  dairv  or  distribution  of  milk  handling  their  ovyn  prod- 
uct varies  greatlV  in  different  municipalities.  We  recognize  that. 
Within  the  municipality  of  New  York,  for  lUustration,  there  are 
relatively  few  of  them  except  in  the  outlying  sections.  However, 
that  varies  in  different  locations,  largely  dependent  upon  the  local 
board-of -health  requirements  or  other  peculiar  conditions  that  may 
develop  down  to  where  practically  the  majority  of  the  milk  is  dis- 
tributed by  producers.  ..,,...        xi.  qoa 

In  the  city  of  Los  Angeles,  for  illustration,  there  are  oyer  800 
farmers  who^come  into  that  market,  interweaving  in  the  distribution 
of  that  fluid  milk  in  competition  with  the  pasteurized-milk  distribu- 
tor and  his  employees.  In  Kansas  City  there  are  over  400.  In  New 
Orleans  there  are  over  500.  In  the  city  of  Des  Momes,  which  is, 
perhaps,  a  representative  Midwest  city,  there  are  over  130  farmers 
who  are  "  peddling  ",  if  I  may  use  that  term,  the  products  which  they 

produce  on  their  own  farms.  i  i     ^    i. 

Senator  Hatch.  Mr.  Wentworth,  I  do  not  want  unduly  to  hurry 
you,  but  we  have  another  witness  this  morning,  and  I  understand  he 
has  to  leave  at  12  o'clock,  which  is  our  regular  time  to  adjourn. 
How  much  time  would  it  take  you  to  finish  your  statement? 
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Mr  AVkxtworth.  Less  than  10  minutes. 

cheese,  ice  cream,  and  evaporated  and  ,  v  .n^fk  mdustry-butter, 
discriniinatorv  features  ;^i"'4'''„l<\''n'\  «>J  "iilk— and  hence  the  same 
dairy  industry.  ^^  ^ '  '™"'^'  "P^^J'  ''^  «»  branches  of  the 

Just  one  reference  there:  I  think  most  of  vou  are  familiar   hni- 
senator  Austin  more  narticnlnrlv    «,,>!,   ti,„  ^       are  lamiuar,  but 

substantially  corroborated  bv  N  R  A  ^^^.^^^""^^f  ^^/^^.  industry 
are  enffa^ed  soIpIv  wifi.fr.  fu^        c     ^"*^^.*^  "^^^^  esiaDiisnments  which 

Consequently,  the  ramifications  of  the  milk  anH  mnt  r.^^^     ^    • 

In  the  operations  of  the  Agricultural  Adiustment  Act  ..r,^->       u-  i 
license.,  have  been  applied  in  many  fluid  milk  maH^pL^h      "^i**'* 
been  eight  Federal  court  decisions  w£ha4iXatedthT-.*''' 
state  character  of  the  business  of  the  enterorise  or  !nf  *•>«. '"*''.''- 

Sr  ^"''  "■^^^•"  *•'-  ^-'-«*-  thit^coSeS  has^r;::::^  j:: 
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I  might  refer  to  those  eight  Federal  court  decisions  by  name. 
They  are:  Douglm  v.  Walldce,  Oklahoma  City,  Okla.;  Hillcrest 
Dainf  v.  Wallace^  Des  Moines,  Iowa ;  Greenwood  Dairy  v.  Wallace, 
Indianapolis,  Ind. ;  A  Group  of  Fifteen  Dairies  v.  Wallme,  Louis- 
ville, Ky.;  nm  V.  Darger.  Keirtz  v.  BerdU,  Los  Angeles,  Calif.; 
Edgewater  Dairy  v.  Wallace,  Chicago,  111. ;  Royal  Farms  v.  Wallace, 
Baltimore,  Md. 

Those  are  very  widely  distributed,  and  two  of  them  are  particu- 
larly interestingbecause  they  involved  intrastate  business  in  competi- 
tion with  interstate  business,  Chicago  and  Baltimore  being  the  two. 

Confronted  with  these  court  decisions,  this  industry  is  further  con- 
fused by  any  effort  to  regulate  any  portion  of  it  which  may  be  en- 
gaged in  interstate  commerce  because  of  the  competition  always 
prevalent  which  is  of  an  intrastate  character. 

A  very  complete  study  has  been  made  of  the  numbers  employed 
in  the  fluid-milk  branch  of  this  industry.  This  study  has  been  cor- 
roborated by  the  N.  R.  A.  In  this  it  was  shown  that  in  March  1934 
there  were  98.8  percent  of  the  number  of  employees  in  identical 
establishments  which  were  engaged  in  the  industry  in  March  1929. 
The  pay  roll  in  these  establishments  in  March  1934  was  80.4  percent 
of  the  1929  March  pay  roll.  Since  that  date  there  have  been  many 
increases  in  pay  roll,  but  no  compilation  thereof  has  been  made. 

A  survey  of  155  cities,  representing  most  of  the  larger  ones  of  the 
United  States,  disclosed  that  there  were  24.6  percent  more  estab- 
lishments engaged  in  the  processing  and  distribution  of  pasteurized 
milk,  there  were  31.4  percent  more  producers  processing  and  dis- 
tributing, as  well  as  practically  double  the  number  of  so-called 
"  peddlers  "  who  purchase  the  product  processed  and  packaged  and 
distribute  to  the  trade.  It  was  not  possible  to  obtain  accurate  statis- 
tics from  these  establishments,  but  it  is  reasonable  to  assume  that 
those  which  have  come  into  the  industry  since  1929  would  materially 
increase  the  numbers  employed  and  the  pay  roll  so  that  at  least  the 
numbers  employed  would  greatly  exceed  the  1929  employment. 

Although  these  statistics  of  employment  apply  only  to  the  fluid- 
milk  branch  of  the  industry,  it  can  be  assumed  with  reasonable  accu- 
racy that  there  is  increased  employment  in  the  other  branches  of  the 
industry — butter,  ice  cream,  cheese,  and  evaporated  and  dry  milk — 
because  the  total  milk  production  on  the  farms  in  the  United  States 
increased  3.5  percent,  and  the  number  of  establishments  engaged  in 
processing  and  distribution  increased  7.75  percent.  Consequently 
this  industry  as  a  whole  has  not  contributed  to  unemployment  in  the 
United  States  but  rather  has  absorbed  a  substantial  number  of  those 
who  were  otherwise  employed  in  the  years  preceding  1930. 

It  is  well  known  that  the  raw  product  produced  on  and  received 
from  the  farm — milk  or  farm-separated  cream — is  the  most  perish- 
able of  all  farm  products.  Milk  is  produced  by  26,062,000  dairy 
cows,  distributed  in  all  of  the  States.  Of  course,  in  some  States,  such 
as  Wisconsin  and  New  York,  there  are  many  more  dairy  cattle  than 
in  some  of  the  less  intensive  milk-producing  States,  but  in  each  of 
them  milk  is  produced  every  day  and  must  be  handled  with  the 
greatest  promptitude  in  order  to  preserve  its  freshness  and  sweet, 
wholesome  condition.  As  a  result  of  this,  when  the  milk  or  cream  is 
received  at  any  milk-  or  cream-processing  plant  it  must  be  handled 
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immediately.  If  received  in  the  morning,  it  must  be  immediately 
pasteurized  and  cooled  and  started  into  the  channels  of  the  form  and 
character  in  which  it  reaches  the  consumer.  The  same  applies  if  it 
is  received  in  the  afternoon  or  at  night. 

Weather  conditions  cause  delays  in  delivery.  Mechanical  break- 
downs in  transportation  facilities  cause  irregular  deliveries  and  this 
irregularity  in  the  receipt  of  milk  and  cream  for  processing  due  to 
day-to-day  conditions  over  which  employers  in  the  industry  have  no 
control  make  it  impossible  to  apply  hard  and  fast  restrictions  of 
the  hours  of  employment. 

In  addition  to  this  day-to-day  fluctuation,  it  is  common  knowledge 
to  you  gentlemen  that  seasonal  variations  cause  tremendous  fluc- 
tuations in  the  volume  of  milk  produced  upon  the  farms.  In  the 
late  spring  and  summer  under  pasture  conditions  milk  production  is 
much  greater  than  in  the  winter  months  when  the  cows  are  stabled 
and  dry-fed.  The  United  States  Department  of  Agriculture  indi- 
cates that  on  the  average  the  production  of  milk  in  the  month  of 
June  is  66  percent  larger  than  in  the  month  of  November. 

To  endeavor  to  comply  with  hard  and  fast  hours  of  labor  without 
the  fluctuations  that  can  take  care  of  the  situation  would  mean  in 
many  localities  in  the  United  States  the  creation  of  competition  with 
farm  labor.  That  is,  the  vast  number  of  these  plants  are  located 
in  rural  sections.  For  illustration  I  might  say  that  over  30  percent 
of  them  are  in  villages  of  less  than  1,000  population  and  55  percent 
of  them  are  in  villages  of  less  than  2,500  population.  In  other 
words,  much  of  the  number  of  establishments  are  sort  of  rural  in 
nature  and  in  competition  with  farm  labor  for  their  unskilled 
employees. 

To  handle  this  highly  perishable  milk  and  its  products  properly 
requires  skill  among  most  employees  which  is  little  known  in  other 
industries.  It  has  been  a  slow  process  through  college  and  industry 
training  to  develop  qualified  men  in  sufficient  number  to  meet  the 
needs  of  the  industry.  The  necessity  for  sanitation,  the  necessity  for 
proper  machinery  operation,  control  of  temperatures,  and  the  skilled 
handlmg  of  bacterial  cultures  used  in  the  production  of  butter,, 
cheese,  and  some  forms  of  milk,  should  be  recognized  in  any  provision 
or  suggestion  relative  to  employment  in  any  branch  of  this  industry. 

In  the  ice-cream  industry  consumption  varies  tremendously  as  be- 
tween seasons.  In  July,  the  highest  month  of  consumption,  more 
than  4  times  as  much  is  used  as  in  January  which  causes  tremendous 
variation  in  the  amount  of  labor  involved.  This  branch  of  the 
industry,  like  the  other  branches,  requires  great  skill  in  operation 
and  there  is  no  surplus  of  these  skilled  workers  available. 

Each  branch  of  the  industry  has  met  this  fluctuating  condition  in 
production  and  consumption  throughout  the  year  by  expecting  more 
of  its  employees  in  the  periods  of  extra  production  and  consumption 
with  in  turn  much  lighter  work  and  shorter  hours  in  the  periods  of 
less  demand. 

In  the  fluid-milk  industry  22  percent  of  the  total  sales  dollar 
went  into  pay  roll  in  1929  while  in  1933  it  had  increased  to  2^ 
percent.  In  the  other  branches  of  the  industry  approximately  the 
same  increase  prevails  with  the  figures  ranging  from  25  to  32  percent 
of  the  sales  dollar  at  the  present  time. 


Let  me  say  that  50  percent,  approximately,  of  the  sales  dollar  goes 
to  the  farmer  through  his  product,  and  then,  of  the  50  percent, 
more  than  half  of  it  goes  to  labor. 

This  is  a  reflection  of  the  acceptance  by  the  industry  on  a  volun- 
tary basis  of  the  provisions  of  the  National  Industrial  Recovery 
Act,  which  brought  on  a  reduction  in  the  average  number  of  hours 
worked  in  the  plants  from  60  per  week  to  48.  These  industries  being 
direct  handlers  of  a  farm  product  and  most  of  them  being  the  only 
handler  between  the  producer  and  the  consumer,  they  cannot  accept 
increased  labor  costs  without  a  direct  influence  upon  the  return  to 
the  producer  of  milk  and  cream.  Such  would  tend  to  defeat  the 
purposes  of  this  Congress  and  the  administration  in  increasing  farm 
income. 

A  30-hour  week  or  a  6-hour  day  or  even  the  provisions  of  section  1 
which  authorizes  the  Secretary  of  Labor  to  issue  exemptions  would 
place  upon  an  administrative  branch  of  the  Government  the  practi- 
cal necessity  of  waiving  the  provisions  of  the  act  or  to  impose  a 
hardship  and  a  discrimination  which  would  defeat  the  purposes  of 
the  act  by  throwing  the  handling  of  these  products  into  the  hands  of 
producers  who  are  exempt  from  the  act  or  establishments  which 
are  engaged  solely  in  intrastate  business.  The  industry  believes 
that  Congress  should  recognize  the  character  of  the  milk  and  milk- 
products  industry  and  exempt  it  from  the  provisions  of  the  act  and 
therefore  respectfully  request  that  the  same  consideration  be  given 
as  was  given  when  similar  legislation  was  under  consideration  2 
years  ago  and  milk  and  milk  products  were  exempted  from  the 
provisions  of  the  bill  then  under  consideration. 

Senator  Austin.  I  want  to  inquire  whether  it  is  true  that  the 
stock  of  private  corporations  which  are  exempt  under  this  bill  is 
broadly  spread  out  among  farmers  who  are  interested  in  dairying. 

Mr.  Wentworth.  I  do  not  know  what  percentage  or  proportion 
of  the  stock  of  corporate  enterprises  is  owned  by  farmers.  I  do 
not  believe  ary  analysis  has  ever  been  made  of  that.  However, 
there  are  thousands  and  thousands  of  cooperative  enterprises  in 
which  the  stock  is  owned  entirely  by  farmers,  and  the  question  there 
would  arise,  of  course,  as  to  the  influence  it  would  have  upon  the 
ownership  of  that  stock. 

Senator  Austin.  Well,  you  would  have  immediately  the  question 
raised  as  to  whether  that  private  corporation  was  exempt  or  not, 
would  you  not? 

Mr.  Wentworth.  Yes ;  it  is  a  serious  question  under  the  bill  as  it 
is  proposed. 

Senator  Austin.  The  corporation  is  an  entity  by  itself ;  and  there- 
fore, distinct  and  separate  from  the  farmer  who  produces  the  milk. 

Mr.  Wentworth.  Yes.  I  think  it  was  designed  to  be  that,  but 
the  best  information  we  can  get  is  that  the  wording  as  it  is  might 
not  exempt  these  cooperative  enterprises. 

Let  me  say  this,  if  I  may:  This  industry,  by  and  large,  whether 
it  is  fluid  milk  or  butter  or  ice  cream  or  what  not,  is  dealing  directly 
with  farmers.  They  have  felt  and  continue  to  feel  that  their  greatest 
obligation  rests  under  the  Agricultural  Adjustment  Act  to  do  every- 
thing they  possibly  can  to  increase  their  farm  revenue. 

At  the  present  time,  as  I  indicated,  employment  is  100  percent 
or  more  of  what  it  was  in  1929.    The  pay  roll  is  at  least  80  percent 
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of  what  it  was.  In  contrast  to  that,  the  pay  roll  to  the  farmer  in 
this  industry  up  until  the  past  few  months,  when  there  has  been  an 
increase  in  the  price  of  butter  and  other  basic  dairy  products,  has 
been  only  running  about  50  to  60  percent  for  the  year  1934.  Em- 
ployees  in  the  industry  are  well  taken  care  of,  we  think.  We  are 
confident  of  that.  The  farmer  still  is  not.  To  impose  any  addi- 
tional cost  upon  this  industry,  which  is  almost  a  direct  link  between 
the  farmer  and  the  consumer,  can  only  do  one  of  two  things.  It 
would  either  increase  the  price  to  the  consumer  or  decrease  the  price 
to  the  farmer. 

In  the  study  which  wa^  made  of  one  branch  of  this  industry  under 
the  fluid-milk  code,  it  was  brought  out  that  a  decrease  in  the  number 
of  hours  or  a  hard-and-fast  limitation  of  hours  in  the  distribution 
of  milk  as  that  milk  is  taken  from  the  platform  of  the  plant  to  the 
consumer  on  the  average  number  of  bottles  of  milk  that  a  man  dis- 
tributes— that  is,  if  he  were  decreased  down  to  40  hours  a  week — it 
would  increase  the  cost  on  that  one  item  of  1.2  cents  per  quart.  The 
other  costs  would  mean  a  2-percent  increase  in  the  price  of  milk.  Or 
turning  it  around,  some  of  that  would  have  to  come  off  the  farmer 
if  the  consumer  could  not  pay  it,  because  it  is  not  in  the  spread  to 
absorb  that  at  all.  We  are  so  direct  in  all  of  these  products  between 
producer  and  consumer  that  it  has  immediate  effect. 

Senator  Austin.  In  the  Boston  milk  shed  is  not  the  claim  made 
by  the  Department  of  Agriculture  that  the  price  to  the  consiuner  is 
already  as  high  as  it  can  go  ? 

Mr.  Wentworth.  Without  seriously  decreasing  consumption,  Sen- 
ator; yes,  sir. 

Senator  Austin.  There  is  another  effect  there  that  is  bad,  is  there 
not,  and  that  is  the  classification  of  milk  on  a  lower  standard  in 
order  to  escape  some  of  the  costs  of  the  first-quality  milk  ? 

Mr.  Wentworth.  Well,  there  is  a  great  deal  of  misunderstanding 
about  the  methods  of  milk  purchase  in  the  average  fluid  milk  where 
there  has  been  developed  the  classified  milk  plant.  Class  1  of  the 
normal  milk  is  milk  which  is  sold  as  a  fluid  milk.  Class  2  is  that 
which  is  sold  as  cream  after  separation.  Class  3  is  what  may  be 
made  into  cottage  cheese  or  butter.  In  the  wind-up  in  the  price  that 
the  farmer  gets,  he  gets  an  average  of  this. 

Then  there  enters  into  it  the  basic  surplus  arrangement  in  which 
the  regular  producer,  because  of  his  regularity  in  production,  gets  a 
price  for  so  much  and  then  so  much  for  anything  he  produces  over 
that. 

When  you  try  to  put  that  all  together  and  explain  it  so  that  it  is 
understood  by  all  producers — and  for  that  matter,  consumers— it 
becomes  such  "a  complicated  thing  that  it  would  take  much  more  time 
than  we  have  here  probably  to  explain  it ;  but  it  is  a  system  that  has 
grown  up  in  the  industry  during  the  past  15  years  of  recognizing 
mainly  two  things :  Return  to  the  regular  producer  in  exchange  for 
his  recognition  of  regularity  of  consumption  of  fluid  milk;  and 
second,  higher  price  in  the  long  run  to  the  purchaser  because  milk 
which  goes  into  fluid-milk  channels  brings  a  higher  price  than  that 
which  might  go  into  the  other  forms  of  products.  But  all  milk  as  it 
starts  is  the  same.  The  classification  is  on  the  producer's  regularity 
of  production. 


Senator  Austin.  The  point  I  am  getting  at  is  this :  The  evasion  of 
the  price  is  sometimes  accomplished  by  employing  a  greater  quantity 
of  that  class  of  milk  which  the  farmer  gets  a  lower  price  for,  is  it 
not? 

Mr.  Wentworth.  I  would  not  admit  that  any  reputable  institution 
in  this  industry  does  that,  any  more  than  I  would  admit  that  the 
reputable  banks  or  reputable  industries  of  any  other  nature  willfully 
do  such  a  thing.  It  has  been  charged  against  some  companies,  and 
with  thousands  of  them  it  is  possible  that  some  of  them  have  cheated 
the  farmer,  but  I  know  from  personal  knowledge  and  also  have 
confidence  that  that  is  not  general. 

At  the  present  time  there  are  15  States  which  have  State-control 
legislation.  There  48  or  49  cities  which  are  under  licenses ;  I  mean 
the  milk  industry  is  under  licenses,  of  the  Agricultural  Adjustment 
Administration.  Those  administrative  bodies,  whether  it  be  the 
State  or  the  A.  A.  A.,  have  access  to  the  books  and  records  with 
regard  to  the  utilization  of  that  milk. 

Now,  prior  to  that,  in  most  markets  there  were  cooperative  farmer- 
producer  organizations ;  and,  so  far  as  I  know,  they  had  on  their  staff 
auditors  whose  duties  were  to  check  the  accuracy  of  the  utilization  of 
the  milk  and  see  that  the  reports  were  proper  and  right.  Some  abuse 
has  crept  in.  It  is  a  human  industry.  It  has  been  magnified  to  a 
far  greater  extent  than  it  should  have  been,  however,  just  the  same  as 
we  were  prone  a  little  while  ago  to  say  that  all  bankers  were  bad. 
Well,  we  know  all  of  them  were  not.  Some  of  them  may  have 
slipped  a  peg  or  two,  but  to  make  such  an  accusation  against  the 
industry  as  a  whole,  I  think  you  will  realize  is  incorrect.  Now  there 
is  growing  up  more  regulation,  a  very  important  part  of  which  is  to 
very  carefully  check  this  matter. 

STATEMENT  OF  WALTEE  TOWER,  SECRETARY  AMERICAN  IRON 

AND  STEEL  nTSTITTTTE 

Senator  Hatch.  Mr.  Tower,  will  you  please  state  your  name  and 
whom  you  represent? 

Mr.  Tower.  My  name  is  Walter  S.  Tower.  I  am  executive  secre- 
tary of  the  American  Iron  and  Steel  Institute.  My  address  is  350 
Fifth  Avenue,  New  York. 

The  American  Iron  and  Steel  Institute,  on  behalf  of  its  members, 

•  which  represent  more  than  90  percent  of  the  steel-making  capacity 

of  the  country,  wishes  to  register  its  protest  against  the  so-called 

*'  Black-Connery  bill "  providing  for  a  maximum  work  week  of  30 

hours. 

The  steel  industry  is  opposed  to  the  30-hours-per-week  bill,  because 
practically  every  consideration  of  the  effects  of  such  legislation,  if 
it  were  enacted,  is  an  argument  against  it.  No  sound  arguments  can 
be  advanced  in  favor  of  it. 

During  the  year  1934  the  steel  industry  operated  at  an  average 
level  of  37  percent  of  capacity  and  gave  employment  to  an  average 
of  370,000  wage-earning  employees.  The  maximum  emploved  in  the 
mdustry  during  the  book  year  of  1929,  when  the  rate  of  operations 
averaged  89  percent,  was  420,000.  Studies  made  by  American  Iron 
and  Steel  Institute  indicate  that  under  present  steel-code  provisions, 
in  respect  of  maximum  hours  with  an  assumed  operating  rate  of  only 
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70  percent,  the  industry  would  require  524,000  wage  employees,  or 
154,000  more  tlian  the  average  number  emi)loyed  in  1934,  and  104,000 
more  than  the  maximum  employed  in  1929.  A  maximum  of  30  hours 
per  week,  with  an  operating  rate  of  70  percent,  would  require  699,000 
wage-earning  employees,  or  329,000  more  than  the  average  for  1934, 
and  279,000  more  than  the  number  employed  in  1929. 

A  large  proportion  of  such  additional  employees  would  have  to  be 
highly  skilled  workers  in  order  to  perform  the  required  operations. 
However,  the  depression  has  greatly  reduced  the  normal  flow,  through 
training  activities  of  new  men  into  the  steel  industry,  so  that  con- 
siderable difficulty  was  experienced  in  building  the  pay  roll  up  to  the 
number  required  even  for  an  operating  rate  of  57  percent  in  May  and 
June  of  1934.  Positively  no  such  supply  of  experienced  workers 
oould  be  found  in  the  country  as  would  be  required  for  a  reasonably 
good  rate  of  operations  under  a  limit  of  30  hours  per  week. 

The  average  hours  of  work  in  the  steel  industry  could  not  be 
drastically  reduced  by  legislation  without  causing  most  serious  dis- 
locations, affecting  both  employees  and  employers.  It  took  30  years, 
from  1900  to  1930,  to  reduce  working  hours  in  industry  generally  by 
13  percent  under  the  normal  processes  of  industrial  evolution. 

During  1934,  with  the  operating  rate  averaging  37  percent  and  a 
work  week  limited  to  40  hours  by  the  steel  code,  wage-earning  em- 
ployees in  the  steel  industry  actually  worked  an  average  of  only  29.5 
hours  per  week,  which,  at  the  average  rate  of  earnings  per  hour, 
meant  an  average  weekly  pay  envelope  of  $18.53  per  wage-earning 
employee.  The  best  actual  average  work  week  that  could  be  reached 
under  a  30-hour  maximum  week  probably  would  be  not  more  than 
28  hours,  which,  if  in  effect  during  1934,  would  have  reduced  the 
average  weekly  pay  envelope  of  wage-earning  employees  in  the  steel 
industry  to  $17.58.  In  other  words,  without  materially  increased 
rates  of  pay  per  hour,  the  effect  of  a  30-hour  week  would  be  to  freeze 
the  earnings  of  all  such  wage-earning  employees  at  or  below  a  bare 
subsistence  level. 

Do  you  gentlemen  of  the  committee  think  or  believe  that  the  work- 
ingman  of  this  country  is  going  to  be  satisfied  in  having  his  weekly 
earning  limited  by  law  to  the  amount  received  in  1934  ? 

I  should  like  to  ask  now  whether  you  gentlemen  on  this  committee 
believe  that  the  workingmen  of  this'country  are  going  to  be  satisfied 
if  they  are  able  to  realize  a  pay  envelop  limited  by  law  to  the  amount 

received  in  1934? 

With  a  reasonably  good  rate  of  operations  the  present  40  hours  per 
week  will  permit  weekly  earnings  one-third  greater  than  could  be 
attained  under  a  30-hour  week.  If  the  rate  of  pay  per  hour  under  a 
30-hour  week  were  to  be  increased  to  provide  weekly  earnings  equal 
to  those  under  a  40-hour  week,  the  increased  labor  cost  alone  in  the 
steel  industry  would  be  $185,000,000  for  a  year  of  low  operations,  such 
as  1934.  During  that  year  the  industry  suffered  heavy  losses  under 
the  existing  wage  scales  and  could  not  have  borne  such  additional 
costs  unless  they  could  have  been  passed  on  to  consumers  in  the  form 
of  increased  prices  for  steel  products. 

Increasing  employment  by  decreasing  the  average  hours  of  work 
for  everyone  does  not  promote  recovery.  It  merely  substitutes  work 
relief  for  direct  relief  in  the  case  of  some  at  the  expense  of  the  others. 
Keducing  average  hours  of  work  and  increasing  rates  of  pay  per 


hour  do  not  necessarily  increase  purchasing  power,  purchasing 
power  originates  in  the  production  and  exchange  of  goods  and  serv- 
ices, and  unless  the  volume  of  goods  and  services  is  increased  there 
can  be  no  increase  in  aggregate  purchasing  power.  Generally  speak- 
ing, only  a  definite  number  of  hours  of  work  are  required  to  produce 
a  certain  volume  of  any  goods  or  any  service.  Those  hours  of  work 
may  be  shared  by  few  or  by  many;  the  total  wages  paid  remain  the 
same  and  purchasing  power  is  not  increased. 

Senator  Hatch.  Mr.  Tower,  I  am  sorry  to  interrupt  you,  but 
there  is  a  roll  call  and  we  will  have  to  leave.  We  will  take  a  recess 
now  until  1 :  45  o'clock. 

(Thereupon,  at  12:05  p.  m.,  a  recess  was  taken  until  1:45  p.  m.) 


AFTER  RECESS 


At  the  expiration  of  the  recess  the  hearing  was  resumed  at  2  p.  m. 

STATEMENT  OF  WALTER  TOWER,  REPRESENTING  THE  IRON  AND 

STEEL  INDUSTRY^Resumed 

Senator  Hatch.  Mr.  Tower,  you  may  proceed,  if  you  are  ready. 

Mr.  Tower.  Mr.  Chairman,  in  picking  up  the  thread  of  what  I 
presented  to  you  this  morning,  I  would  recall  to  j^our  mind  the 
statement  of  the  impossibility  of  finding  in  the  United  States  an 
additional  number  of  experienced  and  qualified  workers  which  would 
be  necessary  in  the  steel  industry  under  a  limitation  of  30  hours 
per  week;  and,  second,  the  statement  that  I  made  concerning  the 
additional  wages  that  would  be  involved  in  the  weekly  pay  envelop 
on  the  basis  of  30  hours  per  week  would  be  equivalent  to  what  it  is 
now. 

Senator  Hatch.  I  recall  both  those  statements.  I  want  to  ask 
you,  in  connection  with  your  statement  about  skilled  workers,  if  in 
your  industry  it  is  possible  to  speed  up  and  make  your  organization 
more  efficient  to  take  care  of  any  part  of  that  extra  work,  by  means 
of  technological  improvement  and  things  of  that  sort. 

Mr.  Tower.  I  doubt  if  there  is  very  much  slack  of  that  sort. 

Senator  Hatch.  You  have  already  stretched  that  as  far  as  you 
can  go? 

Mr.  Tower.  I  think  that  has  been  driven  pretty  near  to  the  limit. 
Senator  Hatch,  in  the  effort  to  get  costs  down.  Keally,  extraor- 
dinary progress  has  been  made  in  that  direction  in  the  last  10  or  12 
years. 

The  direct  labor  cost,  above  referred  to,  w^ould  not  represent  the 
only  increased  burden  on  the  steel  industry  resulting  from  a  shorter 
work  week.  The  many  new  inexperienced  employees  which  would 
have  to  be  injected  into  the  working  forces  would  lower  the  average 
efficiency  of  all.  Shorter  hours  would  also  entail  less  efficient  plant 
utilization,  all  of  which  would  mean  a  decrease  in  output  per  worker 
and  an  increase  in  production  costs  per  unit.  The  result  would  be 
either  ultimately  hig'her  prices  for  the  consumer  or  greater  losses 
for  the  producer.  AH  industries  would  tend  to  be  affected  alike, 
and  when  the  increased  costs  had  gone  around  the  circle  the  real 
income  of  labor,  measured  by  aggregate  purchasing  power,  would 
certainly  be  no  more  than  before.  Decreased  purchasing  power 
would  retard  business  and  slow  down  recovery. 
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The  international  trade  situation  is  also  worth  considering. 
Our  workmen  are  in  competition  with  those  of  foreign  countries 
where  wage  earners  work  60  hours  or  more  per  week  and  rates  of 
pay  per  hour  are  reported  to  be  only  one-half  to  one-tenth  of  the 
rates  paid  in  the  United  States.  A  still  further  reduction  in  hours 
and  increase  in  rates  in  this  country  would  give  foreign  producers 
of  steel  just  so  much  more  advantage  in  our  local  markets  and  still 
further  reduce  our  possibilities  of  competition  in  foreign  markets. 

For  the  foregoing  reasons  the  steel  industry  is  convinced  that 
the  proposed  30-hour-week  bill  should  not  be  reported  favorably 
by  this  committee. 

Senator  Hatch.  I  would  like  to  ask  you  how  the  general  condi- 
tions m  your  industry  are  at  this  time.  Are  you  absorbing  your 
previous  unemployment? 

Mr.  Tower.  The  steel  industry  has  gone  pretty  far  toward  ab- 
sorbing the  total  number  of  employees  which  were  in  industry  at 
the  highest  point  of  operation. 

Senator  Hatch.  Could  you  give  us  the  percentage? 

Mr.  Tower.  As  a  matter  of  fact,  at  the  high  point  of  production 
reached  last  year,  which  was  about  57  percent  in  May  and  June, 
the  total  number  of  wage-earning  employees  was  almost  exactly  the 
same  or  possibly  a  shade  higher  than  the  total  number  in  1929, 
which  was  the  best  year  of  operation  the  steel  industry  ever  had. 
I  don't  know  what  the  figures  are  for  January  of  this  year.  The 
statement  is  out,  but  I  have  not  seen  it.  I  would  say  offhand  that 
the  number  employed  in  January  1935  was  probably  not  more  than 
20,0000,  or,  at  the  outside,  25,000,  short  of  that 'high  figure  we 
reached  in  1929.  There  is  very  little  left  of  labor  that  ever  was 
m  the  steel  industry  that  still  is  to  be  absorbed,  and  a  relatively 
slight  increase  in  the  rate  of  operation  from  the  present  level  would 
take  the  industry  back  to  full  reemployment  of  all  the  men  they 
ever  had. 

Senator  Hatch.  Are  the  conditions  such  that  you  may  reason- 
ably anticipate  such  a  slight  increase? 

Mr.  Tower.  I  think  the  way  the  rate  of  operation  has  been  run- 
ning prior  to  very  recently,  in  a  gradual  creeping  forward  over 
the  last  10  or  11  weeks,  that  a  continuation  of  that  increase  in  a 
very  brief  interval  would  bring  the  employment  in  the  industry  back 
to  the  high  level  it  reached  in  1929. 

Senator  Hatch.  How  about  your  scale  of  wages  now  compared  to 
then  ?  Are  the  emproyees  getting  as  much  in  the  mass  as  they  were 
in  1929?  ^ 

Mr.  Tower.  In  the  mass,  they  are  getting  more. 

Senator  Hatch.  That  is  all. '  Thank  you,  Mr.  Tower. 

Senator  Austin.  Mr.  ('hairman.  if  this  is  an  appropriate  time, 
I  would  like  to  have  filed  for  the  consideration  of  the  committee  a 
petition  signed  by  employees  of  the  Rivett  Lathe  &  Grinder  Corpora- 
tion of  Biighton,  Boston.  Mass..  in  ()})positi()n  to  the  hill;  and  an- 
other petition  by  salary  and  wage  earners  in  the  city  of  New  Haven, 
Conn.,  opposing  the  bill. 

I  would  like  to  have  printed  in  the  record  a  statement  in  the  nature 
of  a  brief  by  the  Consumers'  Goods  Industries  Committee:  and  a 
similar  statement  by  the  Toy  Manufacturers  of  the  United  States  of 
America,  Inc.,  submitted  by  W.  A.  Coventry,  president. 
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(The  petitions  above  referred  to  were  filed  with  the  committee; 
and  the  statements  above  referred  to  are  here  printed  in  full,  as 
follows:) 

Statement  op  the  Consumers'  Goods  Industries  Committee  on  Black  SO-Hour 
Bill,  S.  87,  Submitted  to  the  Senate  Judiciary  Committee  at  the  Hearing 
February  15,  1935 

(Submitted  by  Mr.  Roscoe  Edlund) 

industries  represented  on  the  consumers'   goods  industries  OOMMirrEB 

Automobile  parts  and  equipment  industry,  baking  industry,  bituminous  coal 
industry,  chemical  industry,  cotton  textile  industry,  fish  and  lobster  industries, 
food  Industry,  glass  industry,  hosiery  industry,  ice  industry,  men's  clothing  in- 
dustry, paper  and  pulp  industry,  retail  drug  trade,  retail  dry  goods  trade, 
rubber  industry,  shoe  industry,  silk  textile  industry,  soap  and  glycerin  industry, 
wholesale  grocery  trade,  and  wool  textile  industry. 

This  statement  is  submitted  on  behalf  of  the  Consumers  Goods  Industries 
Committee.  The  committee  consists  of  22  members  and  alternates  elected  last 
March  by  a  general  meeting  of  code  authorities  of  consumers  goods  industries, 
and  is  thoroughly  representative  of  such  industries.  It  is  submitted  on  behalf 
of  the  consumers  goods  industries  generally  and  not  on  behalf  of  any  particular 
industry  or  company. 

I.    FOR  THE  LABOR  PROVISIONS  OP  THE  N.  R.  A. 

The  Consumers  Goods  Industries  Committee  has,  from  the  beginning,  loyally 
and  sincerely  supported  the  policy  of  the  administration  with  respect  to  the 
N.  R.  A. 

Our  committee  wishes  again  to  reaflBrm  its  previous  conclusion  that  the  pro- 
visions in  the  codes  of  fair  competition  relating  to  hours,  wages,  and  to  the 
abolition  of  child  labor,  of  the  sweatshop,  and  of  other  unfair  conditions  of 
labor  have  been  enormously  beneficial  to  labor  and  should  be  continued,  under 
present  conditions,  at  least  until  greater  experience  has  indicated  what  the 
permanent  policy  should  be. 

They  have  helped  the  employers  who  desire  to  be  fair — and  the  overwhelm- 
ing majority  do  sincerely  desire  to  be  fair — against  the  small  minoritj"  who, 
by  their  competition,  created  downward  pressures  that  were  irresistible. 

Those  pressures  have  been  relieved.  Levels  have  been  fixed  in  each  industry 
below  which  competition  in  hours,  wages,  and  working  conditions  must  not  go. 
The  N.  R.  A.  built  a  floor  under  human  labor.  It  added  hundreds  of  thousands 
of  employees  to  pay  rolls.*  It  added  hundreds  of  millions  of  dollars  to  pay 
rolls.  It  has  provided  machinery  by  which  further  relief  in  Individual  indus- 
tries may  be  accorded  wherever  and  whenever  circumstances  may  permit. 

H.   AGAINST  THE  30-HOUR  WEEK 

We  are  also  in  accord  with  the  general  purpose  that  motivates  the  proponents 
of  this  bill,  namely,  to  promote  recovery  and  increase  reemployment. 

It  is  our  considered  opinion,  however,  that  this  bill  would  not  promote  that 
purpose,  but  would  defeat  it,  and  do  infinitely  greater  harm  than  good. 

We  are  against  this  bill,  not  because  we  are  against  its  purpose,  but  because 
we  are  against  the  means  selected  to  accomplish  that  purpose. 

It  is  our  sincere  conviction  that  any  attempt  to  reduce  the  hours  of  labor  to 
a  flat  30-hour  week,  with  corresponding  increases  in  hourly  compensation,  is 
uneconomic,  impracticable,  and  dangerous. 

It  would  dislocate  industry  and  destroy  confidence. 

It  would  aggravate  and  continue  the  depression. 

It  would  create  cost  burdens  impossible  to  bear. 

It  would  increase  prices,  curtail  production,  and  decrease  employment. 


1 3,500,000  workers  were  added  to  industries  under  codes  between  Marcli  l93o  and 
January'  1935.  It  is  impossible  to  tell  exactly  how  many  are  attributable  to  the 
N,  R.  A. — how  many  to  the  public-works  program,  but  certainly  the  N.  R.  A.  is  entitled  to 
credit  for  a  very  large  proportion  of  them.  Report  of  N.  R.  A.  Research  and  Planning 
Division,  January  1935,  p.  92. 
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It  would  nullify  the  policy  of  restoring  the  farmer's  purchasing  power  to 
parity. 

It  would  further  curtail  our  export  trade  and  increase  imports. 

It  would  seriously  retard  the  normal  method  of  recovery,  namely,  the  revival 
of  the  durable  goods  and  construction  industries. 

It  would  force  bankruptcies,  foment  strikes  and  labor  troubles,  and  strike  a 
death  blow  at  many  small  enter^irises. 

It  would  stimulate  the  displacement  of  labor  by  machinery. 

Much  as  it  would  injure  employers,  it  would  injure  employees  more. 

It  would  set  back  recovery  for  an  indefinite  period  of  years  and  would  pre- 
vent— and  not  aid — the  solution  of  the  employment  problem. 

m.   CONDITIONS  VARY   SO  WIDEa^Y  AS   BETWEEN   DUFEEENT  INDUSTRIES    THAT   HOURS 
AND  WAGES  CANNOT  BE  REGULATED  BY  GENERAL  RULES 

If  there  is  one  thing  that  the  experience  of  the  N.  R.  A.  has  made  clear,  It 
is  this— that  conditions  vary  so  widely  as  between  different  industries  that  no 
general  rule  can  be  laid  down  as  to  employment,  hours,  and  wages  with 
respect  to  all  industries.  However  fair  such  a  rule  might  be  with  respect  to 
some  industries,  it  would  certainly  have  disastrous  consequences  to  others. 

Many  industries  could  not  possibly  increase  their  wages  as  this  bill  con- 
templates without  serious  danger  of  forcing  the  weaker  units  into  bankruptcy. 
Figures  have  been  quoted  from  which  this  committee  is  asked  to  infer  that  the 
financial  capacity  to  pay  these  increased  wages  exists.  As  will  be  pointed  out 
later,  there  are  vast  sections  of  industry  that  are  already  operating  in  the 
red,  and  even  within  the  same  industry  the  widest  differences  exist  between 
the  various  companies  with  respect  to  their  capacity  to  pay.  Burdens  which 
might  perhaps  be  borne  by  some  industries  or  some  of  the  strongest  companies 
would  utterly  bankrupt  others. 

Moreover,  some  industries  have  already  reabsorbed  substantially  all  of  the 
burden  of  unemployment  reasonably  attributable  to  them.  Of  the  10,000  000 
unemployed,  probably  5,000,000  are  in  the  durable  goods  industries  and  5,OOo!ooa 
in  other  trades  and  services.  Of  the  latter,  only  a  relatively  small  part  are  in 
the  consumers-goods  industries.  The  consumers-goods  industries  have  already 
reemployed  a  much  larger  proportion  of  employees  on  the  1929  basis  than  have 
other  branches  of  industry.  Some  individual  industries — cotton-textile  indus- 
try, the  paper  industry,  the  meat-packing  industry,  and  the  chemical  industry 
for  example-— are  already  actually  employing  as  many  or  more  emplovees 
than  they  were  in  1929.  It  would  be  impossible  and  utterly  unfair  to  load 
upon  the  consumers-goods  industries  the  major  task  of  absorbing  the  great 
amount  of  unemployment  still  existing  in  other  industries. 

Moreover,  many  industries  cannot  be  operated  safely  and  economically— in- 
deed they  cannot  be  operated  at  all — without  highly  skilled  and  experienced 
workers.  There  are  not  enough  of  such  skilled  workers  in  the  country  to 
operate  many  of  these  industries  upon  a  6-hour  day,  5-day  week  basis.  The 
result  would  l)e  not  only  a  labor  shortage  in  many  trades,  it  would  be  an  actual 
curtailment  of  production.  The  labor  simply  does  not  exist  to  operate  those 
industries  on  that  basis. 

Industries  in  small  communities  would  also  be  unable  to  secure  the  necessary 
additional  labor.  Labor  would  have  to  be  imported  from  other  communities 
and  would  be  left  stranded  on  the  return  to  normal  conditions. 

Furthermore,  a  flat  reduction  would  cause  incredibly  difficult  operating  prob- 
lems. Many  industries  could  not  maintain  their  present  production  on  a  single 
shift  of  6  hours.  Their  business  would  not  justify  two  shifts  of  6  hours  In 
many  cases  it  would  be  impracticable  to  operate  1  full  shift  and  1  part  shift 
Similarly,  many  2-shift  industries  could  not  operate  on  3  shifts.  The  produc- 
tion of  such  industries  would  be  completely  dislocated. 

Other  industries  or  departments  in  an  industry  have  to  meet  peak  loads  and 
absolutely  require  the  flexibility  provided  in  the  N.  R.  A.  codes  This  bill 
expressly  modifles  the  codes  and  destroys  that  flexibility. 

In  some  industries  the  proportion  of  labor  cost  is  greater  than  in  others  A 
flat  increase  in  labor  costs  bears  inequitably  upon  them. 

Some  enterprises,  interstate  in  character,  compete  with  others  wholly  intra- 
state which  would  not  be  affected  by  this  bill.  The  interstate  businesses  would 
be  subjected  to  an  unfair,  oppressive,  and  ruinous  disadvantage. 

2  U.  S.  Bureau  of  Labor  Statistics. 


rr.   THE    30-HOUR    WEEK,    WITH    CORRESPONDING    WAGE    ADJUSTMEHI^TS,    IS    UTTERLY 
BEYOND  THE  FINANCIAL  CAPACITY  OF  INDUSTRY  TO  BEAR 

If  a  readjustment  of  hours  alone  were  involved,  that  would  be  serious  enough,, 
but  that  is  not  all.  It  is,  of  course,  expected  and  intended  that  the  hourly  wage 
will  be  raised  to  give  the  same  weekly  pay  for  a  30-hour  week  that  is  now  paid 
for  the  standard  40-hour  week.  The  proponents  of  this  bill  would  not  be 
satisfied  with  anything  less. 

That  means,  roughly,  a  one-third  increase  in  total  wages  and  in  number  of 
employees  where  an  industry  has  been  operating  on  a  40-hour  week.  That 
would  be  an  utterly  impossible  burden  for  industry  to  bear. 

It  is  difficult  to  determine  what  the  total  effect  would  be  on  industry,  con- 
sidered as  a  whole,  because  the  bill  would  not  bear  equally  upon  all  indus- 
tries. Some  fields  are  exempted  and  some  companies  or  industries  are  not 
now  operating  on  a  40-hour  week.  Some  of  the  durable  goods  industries,  for 
example,  are  not  now  operating  even  30  hours  a  week.  Such  industries  might 
not  be  required  to  employ  additional  workers,  but,  nevertheless,  as  shown  below, 
might  still  be  forced  to  increase  the  hourly  wage. 

It  would,  however,  be  no  comfort  to  a  company  or  an  industry  w^hich  is  con- 
frontf^l  with  an  impossible  wage  increase  to  know  that  other  industries  or  other 
companies  in  the  snme  industry  might  escape. 

Roughly,  about  40,000,000  persons  are  engaged  in  gainful  occupations.  Pro- 
ponents of  the  bill  claim  that  about  19,000,000  of  these  are  employed  in  indus- 
tries directly  covered  by  the  act.^ 

The  object  of  the  bill  would  therefore  seem  to  be  to  increase  this  number 
by  one-third,  or  about  6,000,000  workers.  The  average  wage  of  such  workers 
is  about  $1,200  a  year,  and  this  would  mean  a  wage  increase  of  approximately 
$7,500,000,000. 

Proponents  of  the  bill  do  not  claim  so  large  a  figure,  however.  In  attempting 
to  minimize  the  burden,  and  by  deductions  the  exact  nature  of  w'hich  is  not 
clear  but  which  are  said  to  reflect  "  incomplete  coverage  in  certain  industries  ", 
they  now  claim  that  the  bill  would  increase  employment  bv  not  more  than 
3,500,000  men.* 

It  is  obvious,  however,  that  if  30  hours  is  made  not  only  the  standard  work 
week  but  a  rigid  maximum  work  week  it  would  be  impossible  to  operate  on 
such  a  precise  basis  that  every  employee  would  receive  the  full  30  hours. 
Temporary  layoffs,  unavoidable  i)eak  and  slack  periods,  illness,  vacations,  etc., 
would  have  to  be  provided  for  and  the  number  of  employees  arranged  accord- 
ingly, as  they  are  now.  If,  under  a  standard  40-hour  week  the  actual  hours  per 
worker  are  37%,  then  under  a  rigid  maximum  30-hour  week  the  average  per 
worker  would  be  considerably  less  than  30  hours. 

Moreover,  even  where  an  industry  is  not  working  even  30  hours  per  week 
at  the  present  time,  it  would  have  to  adjust  its  operating  hours  to  6  hours 
per  day.  It  might  also  have  to  increase  its  hourly  wage  rates  to  prevent  reduc- 
tion of  the  "  daily  "  wage,  even  though  no  additional  employees  were  taken  on." 

Through  using  "  emergency  "  arguments  to  secure  its  passage,  the  objects  of 
its  proponents  is  to  make  the  30-hour  bill  part  of  the  permanent  policy  of  the 
country.     Unlike  the  N.  I.  R.  A.,  the  bill  is  not  limited  to  the  emergency. 

Even  enterprises  not  indirectly  covered  by  the  bill  would  be  strongly  affected 
by  labor  pressure  or  by  supplementary  State  or  Federal  legislation  to  conform 
their  hours  and  wages  to  those  made  "  standard "  by  Federal  law.  Every 
effort  will  undoubtedly  be  made  to  extend  it  to  exempted  enterprises  and  to 
block  every  **  loophole  "  of  escape. 

Assuming,  however,  that  employment  would  be  increased  by  3,500,000 
men  in  certain  industries,  that  would  mean  for  those  industries  a  wage  increase 
of  approximately  $4,200,000,000. 

Such  a  proposal  is  utterly  impossible  upon  its  face.  Where  is  the  money 
coming  from? 

'  The  19,000,000  figure  is  arrived  at  by  eliminating  farmers,  agricultural  labor,  profes- 
sional and  management  groups.  Government  employees,  domestic  servants,  water  trans- 
portation,  etc. 

*  These  deductions  are  apparently  based  in  part  upon  the  theory  that,  although  the 
standard  work  week  is  40  hours,  the  average  hours  actually  worked  by  each  employee 
today  is  approximately  37%  hours.  The  inference  is  then  drawn  that  the  increa*sed 
employment  would  represent  only  7.5/30th8  of  the  present  number  of  workers  instead  of 
10/30ths    (or    %). 

'  Similarly,  where  the  standard  work  week  is  40  hours  but  the  actual  hours  per  worker 
are  only  37iij.  the  proponent.*;  of  the  bill  would  not  be  satisfied  to  have  the  hourly  wage 
adjusted  in  the  proportions  of  37^^  :  30.  They  would  demand  a  full  adjustment  to  a 
40  :  30  basis  to  avoid  reduction  in  the  rates  on  a  "  daily  "  basis. 
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The  cost  of  snch  an  Increase  cannot  possibly  come  out  of  earnings  Indiiatrr 
has  no  such  earnings.  The  mar^n  of  profii  is  very  Ln-ow™re  U  exist^ 
at  all  and  whole  vast  sections  of  Industry  are  still  operating  in  the  red  and 
have  been  so  operating  for  several  years.  Even  in  Industrie!  wherl  s^e  of 
the  largest  and  most  efficient  units  are  making  a  profit,  th^  greater  ni^bm- 
of  smaller  and  less  fortunate  units  would  be  bankrupted  bvanyTuchpropo^l 
industSeris  ^one'' A.'tL^v  T^°f.  T*'^?'    ^he^orking  capUaVrmost 

inrindust^?Z%q^^2;A^-  ^'  ^^if^  ^"^*^  ''"^  ^"^^"^  t^^  ^^^»t  hear- 
ing,  maustry  lost  ^,000,000,000  in  working  capital  in  the  vear  1932  alonp   nnd 

the  depression  has  now  continued  5  years.  '    ^ 

«f Ph^^^^  «.^  A^  ^^^  P^^^*^  ^^  ^  s"^»ll  number  of  corporations  prepared  bv  the 
S.t!J  w  S^\t^"^  ^-  and  the  Federal  Reserve  Bank  of  Now  Yo?k  have  been 
tii'l^f^?  this  committee  for  the  purpose  of  showing  increaSd  p?Jflts  on 
misleading    '"    '  "  -n>orations  in  1933  and  1934.    Thfse  flgurfs  are  utterly 

They  relate  to  a  very  small  number  of  companies— relatively  snealilne  20n 
for  the  Federal  Reserve  Bank  and  418  for  the  Standard  StatistrcrCoThf? 
represent  the  very  ••  .ream  of  the  crop  "-the  ver>-  largest  and  S  efflcleut  in 

^anabre^^""""™"""'   "^""^  ^»™""^   "^   "«<•«  Uuc   and   arf  readil? 
j,j!^  Indlcatins  how  misleading  these  figures  are,  when  applied  to  this  nrohlem 
both  gronps  of  statistics  showed  substantial  profits  for  the  vear  m2   when' 

as  a  whole,    ost  the  stupendous  sum  of  $9,000,000,000  In  workinrcapitLl-m,^ 
a  "et'^in^iiLe'^orU^^'  '^^Z^^Il^'t^T^  ^^'^rt^'""' 

Even  if  some  of  those  418  companies  could  Increase  their  waees  hv  onp  third 
re^e  ^tfd  'rre^rnT^U""u1,  'tU^XsWatTi'fr'  "^^  "" 

S^rp^  of"^^",lo?^.^cSS^m';rt;'fn'wa^%'''  """"^  '"^^  ^'  thelS^^ey'"^ 

And  this  crushing  burden  would  bear  particularly  unon  thp  «mQn  tr.^..  *.  * 
which  are  not  so  well  financed  and  which  wX  havTth?  m^^diffln,^^^^^^^^ 
rearranging  their  employment.  *^  aimculty  in 

With  all  the  earnestness  in  our  power  wp  want  fn  rii.o«r  «^<-««*-       ^    x^.    - 

^rpic^=u*Sr^%^rrj;od^-^^^^^^ 

^I^^Tveran^wSr  le^fslS  3E™  ^^^^^^^^^ 
onrder„7't^:?rT;aS?y^trp'.o^^'  '"^'^'"^  «-«>><»•-  '"to  bankruptcy.    You 
You  cannot  increase  employment  by  starting  another  major  depression. 

V.   EPIBCTS  or  PRICE  IN0EDA8B  BE8UI.TIKQ  FBOM  WAGE  IN0EEA8B8 

Jt'^'i^^s  tTut^'orux't-aXi '"  irmust"  t'S'^^'  r^  ™°-' "«  P«'<» 

consumer  by  increasing  the  pri?f  o?  to^  pr^^u"  '"  "'  "'''"''  •»"  ">  ""« 

the•c~e?ln'M^e?pr;;es"''"Irtha^"Lt^^'^^  {S^'^^^  "^''^  P''^^'  «»  to 
of  living.  That  would  tSn  'he  wUe  prorsauZ  a""  woT/h  '°<"""'^  the  cost 
Which  those  who  are  now  employed  wont^^I  Ln,?..,  ^"'^^^^'^^S  Plan,  under 
than  thev  receive  today  Tliere  ^„wT.  ^  .  P">l'"rt>"nately  less  real  wages 
power.     ■  ■      "^"^^  """"^  "^  °°  Increase  in  the  total  purchasing 

Moreover,  such  a  price  Increase  would  crente  <</>ncn...^„  -,  •  > 
demand  and  actually  decrease  production  consumer  resistance,  curtail 

cor^ra'tS  hi-r^ro^fof'SooOO  o8o  ^"''"  "'  » 1.850.000,000  and  In  l«3a,  ,04,702 

»2})ro,SSo,o{?^.'"rL^'e'c[fvT;."'^  corporation  during  tbose  2  years  was  «,550,000,000  and 
Source:  U.  8.  Treasury  figures. 


2.  Effect  on  the  farmer. — The  farmer  is  ostensibly  exempted  from  this  bill. 
But  the  fanner  would  not  be  exempted  from  the  increase  in  prices  of  manufac- 
tured goods  and  services,  which  would  result  from  this  bill.  How  wouUi  he 
like  a  further  increase  in  the  well-known  price  of  overalls?  How  will  he  react 
to  further  increases  in  the  price  of  everything  he  buys — clothes,  machinery, 
even  foods? 

The  parity  between  farm  products  and  manufactured  products,  which  the 
Government  is  struggling  to  restore,  would  be  nullified. 

Moreover,  what  would  be  the  position  of  the  farmer  with  respect  to  his  own 
labor?  Would  the  farmer  be  able  to  hold  his  employees  or  would  the  best  of 
them  desert  the  farm  and  go  to  the  towns  seeking  a  30-hour  week  at  these  high 
wages?  The  farmers  opposition  to  "daylight  siiving  time"  would  be  nothing 
to  his  opposition  to  this. 

The  farmer — as  well  as  the  manufacturer — would  certainly  be  squeezed  be- 
tween increasing  labor  costs  and  decreased  labor  efficiency  added  to  the  increased 
cost  of  the  things  he  has  to  buy. 

3.  Effect  on  foreiipi  trade. — ^^ Again  the  Government  is  struggling  to  pi-omote  our 
foreign  trade.  This  bill  would  practically  exclude  us  from  the  export  markets 
of  the  world.     How  could  we  compete  with  Japan — or  even  Europe? 

Moreover,  it  would  seriously  hamper  the  domestic  producer  in  cwnpetition 
with  the  imjwrter.  The  tarijffs  have  been  established  with  a  view  to  equiUizing 
labor  costs  and  protecting  the  American  manufacturer  against  cheaper  labor 
abroad.  This  tariff  equalization  would  no  longer  be  effective  if  labor  costs  to 
the  American  manufacturer  were  arbitrarily,  by  Government  fiat,  suddenly 
increased  one-third.  This  country  is  alrea<ly  Japan's  largest  customer — larger 
even  than  China— with  400,00O,0(J0  i)eople,  or  India  with  300,000,000. 

It  is  true  that  the  Connery  biil  in  the  House  pretends  to  make  provision  to 
equalize  this  disadvantage,  but  the  means  suggested  would  be  utterly  ineffective 
to  that  end. 

4.  Effect  on  production. — Tlius,  by  creating  consumer  resistance,  decreasing 
the  purchasing  power  of  the  farmer,  by  decreasing  exports  and  increasing 
imports,  production  would  be  still  further  reduced,  and  the  real  income  of  the 
country — measured  by  goods  actually  produced — would  be  decreased. 

5.  Effect  on  durahle-goods  in^'usiries. — Economists  generally,  including  the 
Government's  own  advisers,  agree  that  the  key  to  recovery  lies  in  reviving  tiie 
durable-goods  industries,  including  construction. 

This  increase  in  prices  and  wages  would  defeat  the  Government's  program 
of  encouraging  those  industries. 

Those  industries  cannot  be  stimulated  until  the  Consumers  Goods  Industries 
have  profits  with  which  to  make  repairs,  replacements,  and  extensions.  By 
destroying  those  profits  and  dislocating  the  Consumers  Goods  Industries  this 
bill  would  prevent  the  revival  of  the  durable-goods  Industries. 

Moreover,  any  higher  wages  and  higher  costs  in  the  construction  industries 
would  certainly  act  as  a  further  deterrent  to  construction — and  the  same  Is 
true  as  to  durable  goods  generally. 

6.  Quantitative  effect  on  prices. — In  the  nature  of  things  the  increase  in 
wage  cost  would  certainly  be  passed  on  to  the  consumer  by  price  increases,  as 
far  as  possible. 

Supporters  of  the  30-hour  week  have  tried  to  show  that  the  effect  on  prices 
would  be  negligible  by  minimizing  the  proportion  of  the  price  of  manufactured 
goods  represented  by  labor  cost. 

Thus  for  example,  it  has  been  claimed  that  wages  in  19S3  represented  only 
16.7  percent  of  the  value  of  the  manufactured  products  of  the  country,  and 
that  an  increase  of  20  percent  in  wages  would  only  increase  prices  3.3  percent. 

This  is  palpably  wrong  and  every  manufacturer  and  every  business  man  in 
the  country  knows  it  is  wrong. 

If  the  money  received  for  goods  in  19S3  did  not  go  to  labor,  where  did  it  go? 
Certainly  not  to  profits,  for  there  were  no  profits,  industry  as  a  whole  was 
operating  deeply  in  the  red. 

This  16.7-percent  labor  figure  is  arrived  at  by  considering  only  the  "  direct " 
labor  cost  of  manufacturing.  It  omits  the  "  indirect "  labor  cost  concealed  in 
materials,  transportation,  selling  cost,  etc. 

It  fails  to  recognize  that  every  yard  of  cloth  bought  by  the  maker  of  overalls 
represents  indirect  labor.  Every  pound  of  coal  and  every  pound  of  cotton 
bought  by  the  cloth  maker  represents  labor.  Every  machine  bought  by  the 
coal  mine  represents  labor.  Every  mile  of  transportation  and  every  salesman 
represents  labor. 
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Even  the  payment  of  returns  on  capital  invested  or  rent  on  buildings  repre- 
sents in  large  part  a  deferred  an<l  gradual  payment  for  the  labor  that  entered 
into  machinery  and  construction. 

When  industry  is  operating  on  a  profitless  basis  almost  every  dollar  of  the 
price  represents  direct  and  indirect  labor. 

And  these  labor  costs  "pyramid  "  every  stej)  of  the  way,  from  the  raw  mate- 
rial, often  through  many  stages  of  production  and  distribution,  to  tlie  con- 
sumers hands.  The  increased  labor  cost  due  to  the  30-hour  week  is  in  substance 
a  sales  tax  on  every  stage. 

And  if  the  percentage  increase  in  wage  cost  is  S^%  percent  or  even  20  percent 
it  would  be  absurd  to  suppose  that  this  increase  reflected  in  price  would  be  onlv 
3.3  percent. 

Statistics  reflecting  with  accuracy  total  labor  cost  are  not  available  One  wav 
to  show  roughly  the  total  returns  to  labor— direct  and  indirect— is  through  the 
united  States  Commerce  Department's  figures  as  to  the  national  income.  Tliev 
show  the  following  for  1933 : 

Total  value  of  the  national  production jtio  sao  rw>  r¥ir> 

Total  payments  out  by  producers :  ^^       '       '  "^ 

1.  Wages  and  salaries  of  labor  inclading  agricultural  labor.     29, 300000  000 

2.  Payments  to  capital : '  >       .      . 

Dividends 2, 100. 000, 000 

interest 5  200,  000,  000 

3.  Rents  and  royalties' 2  300  000  000 

4.  Income  of  farmers  and  other  self-employed  individual 

enterprises  (in  substances — self-payment  of  wages  by 

9,000,000  persons) -i-.^_L-l       7,  900,  000,  000 

Kpf  in«c     '^^^  payments _. 46,  800, 000, 000 

nez   loss 4^  0^^^  ^j^  ^^^^ 

fJL^^^.J^i^^'^^''^^  to  small  enterprises  operated  by  individuals  are  assumed 
to  be  roughly  equal  to  the  value  of  their  products  and  subtracted  from  the  total 
value  of  prodnots-the  $29,300,000,000  paid  to  workers,  as  shown  above  would 
be  approximately  84  percent  of  the  goods  and  services  they  produced. 

VI.    THE  INCREASED  COST  CANNOT  BB   MET  BY  INCREASED  PRODUCTIVITY  PER   WORKER 

Some  of  the  proponents  of  the  bill  have  argued  that  if  the  30-hour  bill  be- 
comes  law    mauagenient  will  contrive  in  some  manner  forthwith  to  increase 

do^Tn  labours  ^''"''^"  ""'"^  ^'^^"'"  ^'  '"""^  ^"  ^^  hours  as  ho  now 

Such  a  result  would,  of  course,  defeat  the  object  of  the  act— to  increase 
employment.  On  this  theory  all  that  would  happen  would  be  that  the  sam^ 
amount  of  goods  would  be  produced  by  the  same  number  of  men  workin-  a 
shorter  week.    Every  employer  knows  that  this  is  an  impossibility 

It  IS  true  that  by  reason  of  automatic  machinery  and  improved  methods  of 
production   by   which   the  per-capita  productivity  of  workers  has  increased 
pasrceStur^  """  ^^*"^«"^^^  ^"^  progressive  decline  in  working  hours  during  the 

But  those  decreases  in  working  hours  followed,  not  preceded,  Uie  increases 
in  per-capita  product  vity.  And  they  occurred  very  slowly  and  in  an  orS 
fashion  as  difl-erent  industries  became  able  to  accept  them.  They  were  not 
forced  upon  industry  in  the  midst  of  a  depression,  by  Government  fl^t  The 
10-hour  day  came  into  general  use  about  the  time  of  the  Civil  War  after^O 
years  of  discussion  'nie  8-hour  day  was  introduced  only  gi^dualh.  during  the 
70  years  after  he  C ivi  War.  Many  important  industries  had  not  adopted  it 
at  the  time  of  the  World  War.  The  average  work  week  for  factories  T  1929 
was  still  approximately  50  hours.  Anctories  in  iy^» 

In  1933  the  N.  R.  A.,  as  an  emergency  measure,  shortened  the  standnrri  w/^rV 
week  from  50  to  40  hours.     Since  that  time  there  has  bein  1.0  general  incTe^t 
in  per-capita  productivity  that  would  Justify  any  fuitto  Xrea^e  in  hou^^^^ 
The  time  has  been  too  short  to  invent  and  introduce  new  laboTsav  nrma: 
^^^""^y'  ^"^  i'^^^stry  would  not  have  had  the  money  to  introduce  luch  ma- 

'  2'gaK  T.T.S\^Zr,%T^Ura  oii:Xrfoss^e^"?f"|4W^o^^^  . 

unknown  capital  losses.  "i»riuiui^  lossea  or  f 4. 000.000,000  and    large  but 

'Rents  also   represent  labor  In  part. 
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chinery  if  it  had  been  invented.     Many  industries  are  of  such  a  nature  that 
no  substantial  increase  in  labor-saving  devices  can  be  hoped  for. 

Such  increase  in  man-hour  productivity  as  has  taken  place  since  the  depres- 
sion is  largely  due  to — 

(1)  The  concentration  of  production  in  the  most  eflBcient  plants  or  machines^ 
the  less  eflScient  units  being  shut  down ; 

(2)  The  use  of  the  most  efficient  employees — the  less  eflicient  and  sub- 
standard being  laid  off; 

(3)  Stricter  attention  to  their  work  by  those  who  are  employed — for  fear* 
of  becoming  unemployed. 

The  30-hour  bill  would  reverse  the  effect  of  every  one  of  these  three  factors. 
It  would  force  the  less  efficient  factories'  machinery  back  into  use.  It  woal(f 
reemploy  the  less  eflBcient  workers.  And  by  assuring  even  ineflScient  workers 
jobs  it  would  lower  the  morale. 

And  insofar  as  per-capita  productivity  might  be  increased  by  new  labor- 
saving  machinery,  it  would  produce  technological  unemployment  and  defeat 
the  very  object  of  the  act. 

Vn.   THE  BILL  WOULD  PBOMOTB  STRIKES 

We  wish  to  draw  attention  to  a  further  point,  namely,  the  manner  in  which 
it  is  contemplated  that  wages  will  be  increased.  No  direct  provision  is  made 
in  this  respect,  the  bill  relying  on  the  collective-bargaining  provisions  of  the 
act  to  achieve  the  result  by  indirection. 

The  iH"oponents  of  the  bill  rely  upon  the  striking  power  of  labor  to  force  the 
increase. 

It  needs  very  little  experience  to  foresee  what  will  happen  as  a  result.  Some 
manufacturers  will  have  to  shorten  hours  and  also  raise  wages.  Others  will 
shorten  hours  but  will  be  able  to  avoid  a  wage  increase.  Still  others  will  try 
not  to  change  either  wages  or  hours  because  they  do  a  pure'y  intrastate 
business  and  will  not  be  required  to  make  any  changes  under  this  act. 

The  result  will  Inevitably  be  wide-spread  strikes,  general  labor  unrest,  and 
loss  of  business  confidence,  which  will  retard  rather  than  promote  recovery. 

VHI.   THE  RECOVERY  WHICH  IS  BEGINNING  UNDER  THE  CODES  AND  UNDiaR  THE  PUBa:>IO 

WORKS  PROGRAM    SHOULD   NOT   BE  BROKEN    DOWN 

We  have  no  doubt  that  the  proponents  of  this  bill  sincerely  desire  to  promote 
recovery.  It  is  the  equally  sincere  conviction  of  the  consumers'  goods  indus- 
tries committee  that  this  bill  will  not  promote  recovery;  that  it  will  com- 
pletely disrupt  industry  and  will  injury  rather  than  aid  the  interests  of  labor. 

You  cannot  promote  the  interests  of  labor  by  destroying  industry  and  pro- 
longing the  depression. 

This  committee  has  actively  and  sincerely  cooperated  with  the  administration 
in  all  those  measures  which  have  sought  to  check  the  descending  spiral  of  the 
depression  and  to  restore  stability. 

This  measure  would  destroy  such  stability  as  has  been  attained.  It  would 
defeat  and  nullify  all  the  other  measures  which  the  administration  has  taken 
in  its  war  upon  the  depression. 

The  normal  method  by  which  recovery  is  brought  about  after  a  depression 
is  by  restoring  confidence  through  the  reasonable  prospect  of  profits.  It  i« 
this — and  this  alone — which  leads  men  to  embark  on  new  ventures  and  t(/ 
make  repairs,  renewals,  and  extensions  of  their  facilities  in  the  expectation  that 
another  upward  spiral  will  commence  and  that  business  will  gradually  return 
to  normal. 

It  is  this — together  with  the  Government's  Public  Works  program — which  is 
calculated  to  revive  the  durable-goods  industries  which  are  the  key  to  the 
whole  unemployment  situation. 

We  believe  that  this  process  of  recovery  has  already  begun  and  that  it  will 
probably  continue  unless  it  is  checked  by  unwise  and  drastic  action,  which 
would  destroy  confidence  and  precipitate  another  period  of  financial  chaos. 
Industry  has  already  decreased  hours  from  a  standard  50-hour  week  to  a 
standard  40-hour  week.  It  has  already  increased  wages  to  a  very  large  ex- 
tent—both hourly  and  weekly.  We  believe  that  it  has  gone  as  far  as  it  can 
go  in  this  regard  at  the  present  time. 

Many  sincere  men  believe  that  the  increase  in  costs  which  the  labor  pro- 
visions under  the  N.  R.  A.  have  already  entailed  have  retarded  instead  of 
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»pee(le<l  recovery.  That  damage — if  indeed  there  was  such  damage — has  now 
spent  its  force.  Recovery  has  begun.  Industry,  labor,  and  the  public  have 
accustomed  themselves  to  the  adjustments  the  codes  required. 

A\'h;it  industry  necMls  now  is  a  ix>riod  as  free  as  possible  from  new  disturb- 
ances of  major  importance. 

Stabilization  is  being  accomplished  under  the  codes.  Give  us  a  breathing 
gpell!  Let  us  collect  our  strength  without  letting  loose  new  and  destructive 
foices  to  undo  everything  what  has  been  done! 

Respectfully  submitted. 

The  Consumers  Goods  Industbtes  CoMMnTEiE. 


Statement  of  W.  A.  Coventry,  Pri-^sident  Toy  Manufacturers  of  the  U.  S.  A., 

Inc. 

The  experiences  of  this  industry  during  the  past  18  months  have  convinced 
it  that  a  further  reduction  in  hours  would  defeat  the  very  purpose  for  which 
such  re<luction  is  intended,  namely,  to  aid  in  business  recovery.  Any  attempt 
to  raise  wages  or  sliorten  hours  faster  than  business  increases  will  support  such 
wages  tends  to  retard  physical  production  and  thus  to  decrease  pay  rolls,  de- 
crease purchasing  power,  and  increase  unemployment,  as  has  been  convincingly 
demcmstrated  during  the  past  year  in  this  industry. 

This  industry  in  the  past  IS  months  has  decreased  working  hours  drastically, 
from  20  percent  to  25  percent,  and  has  increased  wages  by  28  percent  Such  a 
reduction  in  hours  and  an  incTcasc  in  wago  rates  over  so  short  a  period  nat- 
urally has  not  yet  been  absorbed,  and  any  further  reduction  at  this  time  could 
jiot  possibly  be  absorbed  by  the  industry. 

A  survey  recently  taken  of  the  industry  indicates  that  a  large  percentage  of 
the  600  code  participants  liave  either  already  introduced  during  the  past  year 
labor-saving  devices  or  are  seriously  studying  the  possibilities  of  furUier 
mechanizing  their  business. 

It  is  obvious  that  a  further  shortening  of  hours  would  greatly  increase  the 
amount  of  labor-saving  devices  intrmluced  into  this  industry  and  thus  decrease 
employment  rather  than  increase  it.  The  experience  of  manufacturers  in  this 
industry  definitely  proves  that  you  cannot  get  the  purchasing  power  from  a 
SO-hour  week  that  could  be  gotten  from  a  40-  to  50-hour  week  and,  obviously, 
purchasing  power  is  a  basic  requirement  for  business  recovery. 

In  behalf  of  the  600  members  of  the  toy  and  playthings  industry',  therefore, 
I  respectfully  urge  you  and  your  committee  vigorously  to  oppose  the  Black- 
Connery  bill  and  any  other  legislation  which  would  tend  further  to  shorten  the 
hours  of  work. 

STATEMENT  OF  ROBERT  WEST,  DANVILLE,  VA.,  REPRESENTING 
THE  COTTON  TEXTILE  CODE  AUTHORITY 

Senator  Hatch.  Mr.  West  is  the  next  witness. 

You  may  state  your  name  and  the  industry  you  represent. 

Mr.  West.  My  name  is  Robert  West.  I  am  a  member  of  the 
Cotton  Textile  Code  Authority,  and  am  president  of  the  Riverside 
&  Dan  River  Cotton  Mills,  located  in  Danville,  Va.  My  statement 
is  made  in  behalf  of  the  cotton  textile  industry.  May  I  justify  my 
encroachment  upon  your  time  by  a  few  preliminary  observations  of 
fact? 

The  cotton  textile  industry  was  the  first  industry  to  lend  its  aid 
to  the  method  which  the  administration  chose  to  deal  with  the  prob- 
lem of  reemployment.  This  assistance  was  given  by  agreeing  to  a 
maximum  of  40  hours  per  week  in  a  code  of  fair  competition,  which 
became  effective  on  July  17,  1933,  this  involving  a  reduction  from 
an  average  maximum  of  about  54  hours  a  week.  Wide-spread  ef- 
forts were  made  in  the  industry  to  reemploy  those  who  had  lost  em- 
ployment due  to  the  low  estate  to  which  the  demand  for  cotton  o-oods 


had  fallen.  As  a  result  of  its  efforts,  it  has  succeeded  in  raising  the 
number  employed  in  the  industry  to  substantially  the  levels  which 
obtained  during  the  year  1929,  or  an  average  of  about  425,000, 
That  is  to  say,  the  actions  of  the  cotton  textile  industry  indicate  its 
interest  in^  and  its  intention  to  cope  with,  the  problem  of  unemploy- 
ment within  its  own  borders.  Furthermore,  the  cotton  textile  indus- 
try is  fully  aware  of  its  dependence  upon  the  conditions  existing  in 
other  industries. 

In  1927,  the  last  year  prior  to  the  recovery  measure  in  which  the 
industry  generally  was  able  to  earn  any  return  whatever  on  its  in- 
vestment, the  demand  was  such  that  the  per  capita  production  of 
cotton  textiles  in  this  country  was  71.7  square  yards.  In  1930  this 
production  was  50.1  square  j^ards;  in  1932,  48.9  square  yards;  in  1933, 
61.2  square  yards;  and  for  1934  it  is  estimated  to  have  been  55  square 
yards  per  capita.  This  decrease  in  per  capital  production  of  cotton 
textiles,  amounting  to  23  percent,  indicates  that  the  burdens  of  the 
^  cotton  textile  industry  are  due  in  large  measure  to  the  lack  of  buying 
on  the  part  of  the  American  people.  Consequently,  the  assistance 
of  this  industry  can  be  counted  upon  in  any  endeavor  likely  to  suc- 
ceed in  stimulating  purchasing  power.  This  industry  is  dependent 
upon  the  buying  power  arising  from  wage  earners  and  farmers. 
We  manufacture  necessities,  not  luxuries. 

In  addition  to  this,  may  I  call  your  attention  to  the  fact  that  my 
personal  interest  in  this  problem  of  unemployment  is  evidenced  by 
the  fact  that  the  company  with  which  I  have  the  honor  to  be  asso- 
ciated, has,  since  January  1933,  added  3,600  workers  to  its  rolls. 
This  company  now  employs  regularly  7,700  people,  which  is  2,200 
more  than  hitherto  had  been  employed  at  any  time.  This  fact  is 
given  purely  to  establish  my  bona  fides  in  the  matter.  Sometimes  the 
impression  is  given  that  the  problem  of  reemployment  does  not  re- 
ceive sympathetic  consideration  at  the  hands  of  industrial  manage- 
ment. This  is  far  from  the  truth.  My  opposition  to  this  bill  is  due, 
not  to  lack  of  appreciation  of  the  tremendous  necessity  of  providing 
^  employment,  it  is  due  to  a  well  grounded  belief  that  the  inflexible  and 
arbitrary  provision  for  a  maximum  6-hour  day  and  a  maximum 
30-hour  week  permitted  to  be  worked,  is  not  the  answer  to  the  prob- 
lem of  unemployment,  and  if  made  a  law,  will  quite  likely  work 
incalculable  harm  to  those  already  engaged  in  gainful  occupation, 
with  very  little,  if  any,  compensation  advantage  to  the  unemployed. 

The  purpose  of  the  Senate  bill  87,  the  so-called  "Black  30-hour 
bill  ",  is,  as  stated  in  the  preamble,  "  to  put  idle  machines  and  people 
to  work."  For  the  purposes  of  this  discussion  I  shall  confine  myself 
to  the  effect  of  the  bill  upon  people,  leaving  the  question  of  machines 
as  of  secondary  importance.  Machines  do  not  need  food  but  people 
do.  It  seems  necessary  that  the  problem  of  "  idle  people  "  should 
be  analyzed. 

The  experience  of  a  year  or  more  under  the  almost  universal 
40-hour  week  in  manufacturing  industries  enables  us  to  deal  with 
the  problem  of  the  remaining  unemployment  in  a  more  realistic 
fashion  than  has  been  possible  hitherto.  The  "  simple  process  of 
arithmetic  "  method,  up  to  now  in  widespread  use,  can  be  discarded 
in  favor  of  the  consideration  of  the  actualities  of  the  situation  as 
evidenced  by  statistics  at  our  command.  Statistics  will  not  feed, 
clothe,  or  shelter  the  unemployed,  but  they  may  lead  us  to  sound 
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conclusions,  and  they  may  save  us  from  experimentation  at  the  ex- 
pense of  those  now  employed.  Who  the  unemployed  are,  the  matter 
of  their  experience  and  skill,  and  where  they  are  located,  are  now 
matters  of  record  rather  than  surmise.  Let  us  examine  a  specific 
case  of  an  actual  situation  involving  employment  opportunities  and 
unemployed  people.  I  have  here  an  analysis  of  the  applicants  for 
work  with  the  United  States  Employment  Service  in  district  no.  6, 
of  Virginia.  This  district  comprises  the  cities  and  counties  from 
which  several  manufacturing  concerns,  among  which  is  my  own, 
draw  their  labor. 

Applicants  for  employment,  as  Iwted  hy  the  United  States  Employment  Service, 

Difttriet  No.  6,  State  of  Virginia 


City  of  Danville 

Pittsylvania  County. . 

Halifax  County 

Henry  County 

Nottoway  County 

Mecklenburg  County. 

Charlotte  County 

Lunenburg  County... 


Total. 
Percentage . 


Service 
workers 


99 

11 

2 

25 

8 
2 


147 
5.88 


Con- 
struction 
workers 


165 

108 

89 

104 

107 

132 

69 

74 


848 
33.92 


Agricul- 
tural 
workers 


37 

266 

43 

43 

122 
168 
120 
114 


916 
36.04 


Leaf-to- 
bacco 
workers 


104 

2 

37 

7 


12 


162 
6.48 


Textile 
workers 


30 

4 


14 


48 
1.92 


Miscel- 
laneous 
workers 


168 
30 
20 
65 
47 
24 
12 
13 


379 
15. 16 


Total 
workers 


603 
420 
106 
258 
284 
338 
201 
201 


2,500 
100 


Analysis  of  those  listed  as  "  miscellaneous  workers  " 

OflSce    workers ^ 

(Section  hands)   railroad  workers ^ 

Sales 2^ 

Teamsters . J^ 

Truck    drivers ?^ 

Stationary  firemen J^ 

Others J^ 

Total  workers . 379 

Unclassified 1 ^ 

No  work  history 1° 

Furniture   workers 1'* 

Total "^^ 

Senator  Austin.  What  period  of  time  does  that  cover? 

Mr.  West.  That  was  as  of  February  1.  It  is  a  list  of  applications 
for  employment  submitted  to  the  United  States  Employment  Serv- 
ice Bureau,  district  no.  6,  of  Virginia? 

Senator  Austin.  Do  you  mean  on  any  one  day,  or  covering  the 

year? 

Mr.  West.  That  was  at  some  particular  time,  sir. 

Senator  Austin.  That  is  what  the  record  shows,  that  they  had  on 
file  that  number  of  applications  that  were  not  filled  on  that  date  ? 

Mr.  West.  Yes,  sir. 

Senator  Hatch.  That  was  in  February  of  this  year? 

Mr.  West.  That  was  in  February  of  this  year,  showing  a  total 
of  2,500  in  my  State. 
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Even  if  more  jobs  were  created  in  manufacturing  industries  in 
the  area  covered  by  this  study,  it  would  make  no  material  difference 
in  the  opportunity  for  those  unemployed  to  obtain  work.  A  candid 
study  indicates  that  relief  will  not  be  afforded  by  the  character 
of  industrial  jobs  which  might  be  created  by  a  shorter  maximum 
workweek.  Unemployment  farmers  are  listed  as  over  36  percent  of 
this  group  of  unemployed.  They  must  be  taken  care  of  by  the 
agricultural  program  to  which  industry  and  consumers  are  con- 
tributing heavily  by  the  payment  of  processing  taxes.  In  like  man- 
ner, the  manufacturing  industries  have  little  to  offer  directly  to  those 
employees  normally  attached  to  the  construction  industry,  who  now 
lack  employment.  It  is  to  be  noted  that  in  an  area  that  employs 
more  than  10,000  textile  workers  there  are  only  48  listed  applicants 
claiming  to  have  had  textile  experience. 

This  illustration  is  given  solely  as  an  example  of  an  actual  situa- 
tion in  a  given  geographical  area.  It  is  not  to  be  considered  that 
such  an  isolated  example  can  serve  as  a  basis  to  give  the  whole 
answer  to  the  problem  of  unemployment. 

I  am  fully  aware  of  the  dangers  of  overvaluing  specific  examples 
in  developing  this  argument,  biit  it  is  valuable  to  note  that  a  com- 
parable situation  prevails  not  only  in  a  given  geographical  area,  but 
also  in  the  general  industrial  aspects  of  the  problem.  It  has  been 
fully  established  that  the  11,000,000  workers  said  to  be  unemployed 
are  not  divided  over  the  various  industries  with  sufficient  equality  to 
assume  that  a  further  uniform  reduction  in  the  maximum  hours  per- 
mitted to  be  worked  in  the  manufacturing  industries  would  mate- 
rially increase  their  opportunity  for  employment. 

I  have  no  intention  of  burdening  your  time  with  a  repetition  of 
the  argument  outlining  the  economic  futility  of  endeavoring  to  pro- 
mote industrial  recovery  or  materially  aid  the  cause  of  reemploy- 
ment by  a  uniform  reduction  in  the  hours  permitted  to  be  worked 
in  industries.  Without  doubt,  you  are  more  familiar  with  those 
arguments  than  I.  They  have  been  summarized  with  extraordinary 
thoroughness.  Statisticians  vouch  for  their  accuracy  and  economists 
for  their  validity.  Consideration  of  this  bill  is  prompted  by  the 
desire  to  help  the  11,000,000  people  said  to  be  still  unemployed.  It 
may  be  fairly  said  that  it  would  be  little  more  than  a  gesture  and 
would,  as  a  matter  of  fact,  have  a  harmful  rather  than  helpful  effect. 
There  are  no  administrative  provisions  in  the  bill. 

The  varying  basic  needs  of  manufacturing  goods  in  this  country 
are  recognized  only  by  a  vague  provision  for  exemptions,  subject 
to  all  of  the  delay  and  confusion  of  having  local  affairs  administered 
by  a  department  in  AVashington.  The  desire  to  make  this  gesture 
takes  root,  no  doubt,  in  the  hope  that  the  reduction  from  40  to  30 
hours  per  week  may  result  in  the  reemployment  of  approximately 
7,000,000  to  9,000,000  people.  This  expectation  is  embodied  in  the 
many  strong  statements  which  have  been  issued  that  legislative  en- 
actment, placing  a  maximum  of  30  hours  per  week  on  industrial 
labor,  is  the  sine  quo  non  of  reemploying  the  unemployed.  At  best, 
this  is  the  vague  hope,  and  it  is  a  clear  example  of  a  wish  being 
father  to  the  thought. 

There  is  certainly  nothing  in  the  character  of  the  business  as 
covered  by  the  bill  which  can  lead  to  any  such  conclusion.     The  rain- 
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ing  ana  quarrying  industries,  for  instance,  are  included  within  the 
scope  of  this  bill  At  the  present  time  they  average  approximately 
^0  hours  per  week,  so  a  legal  maximum  of  30  hours  will  not  produce 
reemployment  in  this  instance.  Yet  it  is  to  be  observed  the  index  of 
employment,  as  100,  varies  from  42  percent  to  78  percent,  indicating 
that  in  these  industries  lies  one  of  the  great  pools  of  unemployment 
It  is  quite  evident  that  the  adoption  of  30  hours  per  week  permitted 
to  be  worked  in  the  mining  and  quarrying  industries  means  nothing 
more  than  a  raising  of  the  hourly  rate  and  has  no  bearing  on  the 
problem  of  reemployment.  What  of  the  building  trades?  Therein 
lie  vast  numbers  of  unemployed.  What  of  agricultural  workers? 
Keliet  rolls  in  industrial  districts  are  overflowing  with  those  who 
have  come  from  the  farms  vainly  seeking  employment.  Here  are 
two  great  groups  of  people  wliose  lack  of  employment  is  due  to  con- 
siderations wholly  apart  from  anything  having  to  do  with  hours  ner 
week.  ^ 

The  bill  misses  the  mark.  It  does  not  grapple  with  the  main 
problem.  The  bill  advances  the  expectation  that  the  manufactur- 
ing industries  can  be  so  arranged  as  to  weave  with  plowshares  and 
spin  with  a  trowel.  Basically,  the  bill  proposes  to  penalize  6,500,000 
wage  earners  in  the  manufacturing  industries  for  the  possibility  of 
reemploying  the  700,000  during  the  hours  given  up  by  the  6,500,000. 
I  he  main  problem  of  reemployment  involves  the  construction  trades 
agricultural  workers,  service  trades,  and  those  engaged  in  the  manu- 
facturing of  capital  equipment.  The  opportunity  for  these  people 
to  become  reemployed  does  not  arise  from  shorter  hours  in  manufac- 
turing industries.  Their  opportunity  comes  from  the  revival  in 
building  operations,  the  stimulation  of  exports  of  our  raw  materials, 
and  the  purchase  of  new  manufacturing  equipment,  all  of  which 
would  be  impeded  rather  than  promoted  by  these  new  burdens  on 
the  manufacturing  industries. 

It  is  worthy  of  consideration,  also,  that  there  is  nothing  in  this 
bill  to  encourage  manufacturing  establishments  to  reach  out  for  ad- 
ditional employees.  The  bill  necessitates  an  increase  in  labor  costs 
of  33%  percent,  which  must  be  passed  on  to  the  consuming  public 
since  no  earnings  have  been  available  to  absorb  this  increase  in  costs. 
Furthermore,  the  bill  necessitates  a  singularly  futile  increase  in  costs 
because  those  who  cause  this  increase  do  not  receive  an  increase  in 
their  own  income.  Those  industries  which  now  employ  substantially 
at  the  1929  level  and  which,  it  is  hoped,  would  be  able  to  take  on  new 
employees  would  be  faced  with  the  additional  problem  of  training, 
an  expense  which  would  have  to  be  added  to  their  prices. 

It  cannot  be  gainsaid  that  there  would  likely  be  a  momentary  rise 
in  volume  of  sales  and  as  a  consequence  volume  of  employment,  due 
entirely  to  the  desire  of  customers  to  stock  up  on  goods  at  prices 
which  could  not  be  duplicated  under  the  30-hour  maximum  opera- 
tion, but  that  speculative  fever  having  abated,  what  would  there 
be  to  encourage  a  manufacturer  to  increase  his  employment,  or  even 
maintain  it.  There  is  no  need  to  speculate  on  this  point.  The  cotton 
textile  industry  offers  an  object  lesson. 

This  industry,  as  pointed  out  above,  has  succeeded  in  reestablish- 
ment  of  its  1929  level  of  employment,  but  there  exists  a  desperate 
battle  to  keep  in  employment  even  those  who  are  now  employed. 


It  would  be  fantastic  to  attempt  to  cram  into  this  industry  addi- 
tional employees.  The  bearing  of  increased  costs  on  this  problem 
must  not  be  ignored.  Permit  me  to  recite  again  an  actual  experience 
of  the  cotton  textile  industry.  The  cotton  textile  code  reduced 
weekly  hours  that  ranged  from  48  to  60  to  a  maximum  of  40.  The 
wage  provisions  of  the  code  increased  the  industry's  actual  wage 
bill  during  the  first  code  year  by  $105,000,000.  Average  hourly 
earnings  increased  69  percent  ill  the  first  month  of  the  code  over 
Man^h  1933,  and  have  since  gradually  increased  to  78  percent  higher 
than  the  March  1933  figures.  This  increase  in  hourly  rates  resulted 
in  an  increased  labor  cost  of  approximately  80  percent.  This  is  but 
one  of  the  numerous  increases  of  cost  which  the  cotton  textile  indus- 
try has  had  to  pass  on  to  the  consuming  public  and  which  directly 
bears  on  the  question  of  employment,  because  unless  the  consuming 
public  absorbs  these  costs  in  higher  prices,  volume  is  cut  down  with 
consequent  reduction  in  employment.  The  price  of  our  raw  mate- 
rial, the  largest  single  element  of  cost,  has  risen  approximately  lOT 
percent  above  its  low  point  early  in  1933.   ,  .     .    ,     ^       .  , 

Two  weeks  after  the  code  took  effect,  this  industry  became  sub- 
lected  to  the  processing  tax  of  4.2  cents  per  pound  of  cotton.  This 
meant  a  payment  during  the  first  year  for  floor  stock  and  processing 
tax  of  $145,000,000,  an  amount  equal  to  nearly  half  of  the  wage  bill 
of  the  industry.  The  combination  of  these  increased  costs  has  raised 
cotton  goods  prices  from  considerably  below  parity  with  those  of 
other  commodities  on  the  domestic  market  to  above  parity. 

Furthermore,  the  material  increase  in  costs  due  to  this  large  in- 
crease in  hourly  rates  has  contributed  to  the  serious  decline  m  the 
export  business  of  cotton  textiles.  That  business,  which  should  give 
work  to  about  35,000  employees,  has  been  reduced  to  more  than  half, 
thus  diminishing  the  possibilities  of  the  industry  for  giving  employ- 
ment. .  ^        ^        XX  J 

These  rising  costs  have  opened  the  gates  to  imports  of  cotton  goods 
available  at  prices  which  stagger  a  domestic  manufacturer  now  ac- 
customed to  look  at  cost  sheets  reflecting  these  measures  adopted  for 

recovery.  -  -,       -, 

It  is  no  wonder,  therefore,  that  we  have  experienced  a  decrease  m 
the  consumption  of  raw  cotton  by  domestic  manufacturers  during  the 
past  year.  This  reduction  in  consumption  immediately  involves  a 
decrease  in  opportunity  for  employment. 

Now,  a  further  increase  of  331/3  percent  in  hourly  rates,  pyramided 
as  it  would  be  bound  to  be,  as  a  practical  matter,  in  the  wholesale 
and  retail  markets,  would  increase  consumer  resistance  and  would  in 
all  probability  be  the  finishing  touch  to  our  export  trade  and  to  our 
efforts  to  regain  that  trade.  Such  a  step  would  bring  the  labor 
cost  of  processing  a  pound  of  cotton  from  5.9  cents  in  the  pre-code 
period  up  to  14.1  cents  a  pound,  or  140  percent  above  the  pre-code 
perid.  Add  the  processing  tax  and  labor  and  tax  together  would 
be  18.3  cents  a  pound.  A  further  contraction  in  our  markets,  re- 
sulting from  these  increased  costs,  would  tend  to  prevent  the  increase 
in  employment  which  it  would  be  the  object  of  this  bill  to  bring 

about.  . 

A  candid  consideration  of  the  provisions  of  this  bill  and  their 
probable  effect  on  employment  and  unemployment  therefore  leads 
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one  to  the  conclusion  that  after  all,  this  is  not  a  bill  to  relieve  unem- 
ployment to  any  great  extent,  but  rather  a  bill  which  will  result  in 
decreasing  production  and  limiting  the  individual  workman's  capac- 
ity to  earn.  This  is  accomplished  because  of  the  inflexible  maximum 
of  30  hours  per  week  and  6  hours  per  day.  The  averaging  of  hours 
actually  worked,  the  averaging  of  those  gainfully  employed,  and 
the  averagmg  the  potential  opportunity  for  employment  involved 
in  the  theory  underlying  this  bill',  serve  to  confuse  the  issue. 

The  bill  as  written  puts  a  rigid  maximum  on  the  hours  permitted 
to  be  worked  m  any  one  day  and  in  any  one  week  regardless  of  the 
character  of  the  manufacturing  enterprise,  the  nature  of  its  product, 
or  the  availability  of  the  proper  ty^^e  of  labor  necessary  for  continu- 
ing production.  It  permits  no  averaging;  it  offers  no  leeway  to  care 
for  the  many  fluctuations  and  demands  upon  business  enterprises. 
Owing  to  Its  inflexible  features,  its  attempt  at  uniform  application 
and  its  increase  of  manufacturing  costs,  the  ultimate  effect  must  be 
inevitably  to  restrict  the  opportunity  for  employment. 

Having  dealt  with  the  possibilities  of  this  bill  in  regard  to  the 
reemployment  of  the  unemployed,  let  us  turn  our  attention  to  the 
interests  of  those  who  are  at  present  employed.  The  workers  who 
have  jobs  at  present  are  entitled  to  thorough  consideration  before 
further  handicaps  are  put  upon  their  opportunity  to  obtain  a  greater 
income.  For  a  year  and  a  half  now  the  interests  of  those  who  have 
had  emplovment  have  been  sacrified  to  make  jobs  for  the  unem- 
ployed. Those  employed  have  shared  the  available  work.  They 
have  had  to  accept  shorter  working  time  in  dull  seasons  without  the 
possibility  of  being  able  to  make  it  up  in  active  seasons.  They  have 
given  up  opportunity  to  earn  a  little  extra  income  on  outside  jobs. 
While  code  limitations  on  the  individual  worker's  enterprise  and 
ability  to  increase  his  earnings  has  meant  work  for  others;  it  lias  also 
meant  a  sacrifice  on  the  part  of  the  employed  worker. 

The  net  effect  of  the  efforts  of  Government  industry,  labor,  and 
agriculture  for  shorter  hours,  higher  hourly  rates,  and  curtailment  in 
production  of  foodstuffs  is  making  itself  manifest  in  the  form  of 
rising  prices  of  what  the  workman  has  to  buv.  This  proposal  to 
further  reduce  the  maximum  hours  permitted  \o  be  worked  means 
higher  costs  and  prices  with  no  increase  in  the  ability  to  pay  To 
be  sure,  it  is  proposed  that  the  further  reduction  in  maximum  hours 
permitted  to  be  worked  be  made  with  no  loss  in  pay,  but  it  is  quite 
evident  that  this  would  not  meet  the  increased  costs  of  living  occa- 
sioned by  this  general  measure.  While  it  is  the  hourly  rate  that  deter- 
mines cost  of  manufacturing,  it  is  the  weekly  pay  envelop  which 
pays  the  butcher  and  the  grocery  man,  but  the  value' to  the  worker  of 
that  pay  envelop  is  dependent  on  the  prices  he  has  to  pay.  The 
current  proposal  for  the  shorter  work  week  forestalls  the  opportunitv 
of  providing  the  necessary  income  because  it  raises  costs  without  pro- 
viding a  compensating  increase  in  income  to  meet  the  rising  prices 
occasioned.  The  terms  of  this  bill  turn  out  to  be  a  sort  of  left- 
handed  method  of  inflation  which  places  the  worker  between  the  mill- 
stones of  rising  prices  and  insufficient  income.  It  accelerates  the 
necessity  of  expenditure  and  deprives  him  of  his  opportunitv  to  earn 
more.  r-x-  j 

This  fact  is  illustrated  by  the  very  simple  chart  enclosed  herewith 
The  chart  has  to  do  with  the  further  effect  of  the  30-hour  bill  on 


manufacturing  costs  of  two  articles  bought  by  practically  all  work- 
men. It  indicates  a  probable  total  increase  of  cost  over  precode 
conditions  in  the  manufacture  of  bed  sheets  of  65  percent  and  in  the 
manufacture  of  work-shirt  chambrays,  of  69  percent.  It  indicates 
that  the  cost  of  living  will  be  increased  24  percent.  What  of  the 
worker?  The  N.  I.  R.  A.  reports  that  workers'  earnings  have  in- 
creased 8%  percent  since  codes  went  into  effect.  This  is  to  be  set  up 
against  a  probable  24-percent  increase  in  the  cost  of  living.  Thus 
it  can  be  seen  that  the  sure  consequences  of  the  provisions  of  this 
bill  are  to  raise  costs  and  prices  and  put  wage  earners  at  an  ever- 
increasing  disadvantage. 

There  is  a  rising  remonstrance  on  the  part  of  wage  earners  at 
arbitrary  measures  which  restrict  their  ability  to  cope  with  the 
rising  costs  of  living.  Every  proposal  seems  destined  to  raise  the 
price  of  what  the  worker  has  to  buy,  at  the  same  time  fettering  his 
opportunity  to  increase  his  income.  This  fetish  of  continually  rais- 
ing the  hourly  pay  but  proportionately  shortening  the  hours  permit- 
ted to  be  worked  hypnotizes  our  thinking,  but  it  leads  to  bankruptcy. 
It  shackles  labor  to  a  perpetual  handicap  in  its  efforts  to  increase 
its  real  income.  Ever-increasing  costs,  ever-increasing  prices,  with 
no  compensating  increase  in  the  opportunity  to  earn  more,  must  be 
stopped.  This  bill  will  not  stop  it.  The  bill  will  aggi'avate  the 
difficulty. 

Senator  Hatch.  Thank  you,  Mr.  West. 

STATEMENT  OF  A.  J.  HETTINGER,  JR.,  REPRESENTING  THE 
DURABLE  GOODS  INDUSTRIES  COMMITTEE 

Senator  Hatch.  You  may  state  your  name  and  whom  you  rep- 
resent. 

Mr.  Hettinger.  My  name  is  A.  J.  Hettinger,  Jr.,  and  I  am  ap- 
pearing before  you  in  my  official  capacity  as  executive  secretary  of 
the  durable  goods  industry  committee,  to  express  the  firm  convic- 
tion of  that  committee  that  the  enactment  of  Senate  bill  87.  the 
so-called  "  Black  30-hour  bill  ",  is  against  the  best  interests  of  the 
people  of  the  United  States.  The  only  personal  note  that  will  be 
contained  in  this  statement  is  that  were  it  not  also  my  own  profound 
conviction,  I  should  not  be  uttering  these  words,  regardless  of  any 
position  taken  by  that  committee. 

Any  decent  citizen  must  concur  with  the  essential  statements  of 
facts  in  the  preamble  of  that  bill : 

Commerce  has  been  and  is  now  burdened  by  a  patent  and  continued  idleness 
of  workers  as  weU  as  the  mechanical  appliances  and  implements  of  produc- 
tion. 

This  continued  idleness  of  men  and  machines  renders  it  necessary  to  feed 
and  support  more  than  18  million  people,  and  it  is  unjust  both  to  those  who 
work  and  those  who  cannot  obtain  work. 

Commerce  and  trade  can  best  be  revived  and  the  comfort  and  happiness  of 
the  people  can  best  be  produced  by  an  economic  readjustment  that  supplies 
people  with  jobs  with  wages,  rather  than  charity  without  jobs. 

Private  business  has  not  been  able  and  is  not  now  able  to  give  jobs  to  those 
who  nee<l  them. 

Business  chaos,  bankruptcies,  insolvencies,  misery,  destitution,  and  want  did 
result,  and  deprived  the  American  people  of  the  incalculable  advantages  and 
benefits  of  the  abundance  of  goods,  commodities,  and  services  idle  nijachines 
and  idle  people  could  have  produced  if  put  to  work. 
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To  these  vvoi-ds  of  the  bill  there  is  one  criticism  that  must  be 
ma^e ;  the  scriptural  "  the  half  has  not  been  told  " 

The  purpose  of  the  bill  commands  the  complete  concurrence  not 
merely  of  our  committee  but  of  the  country. 

Its  words  are: 

To  provide  a  fairer  and  more  nearly  balanced  inmnie :  to  nut  idle  machines 
and  Deople  to  work ;  to  increase  the  purclmsing  power  of  the  ih^o  >le  and  herX 
stimulate  production  to  capacity;  to  revive  languishing  con!^er«>  a  i  Se^^ 
and  to  promote  the  happiness  and  comfort  of  the  people. 

If  this  bill  will  achieve,  or  materially  further  the  achievement  of 
those  objectives,  the  Cono^ress  can  have  no  duty  to  the  Nation  i?reater 
than  Its  prompt  enactment.     And  no  ^roup  of  labor  and  no  aroup 
of  companies  could  experience  gains  that  were  more  than  a  mere 
fraction  of  those  that  would  be  achieved  by  the  durable-ffoods  indus- 
tries and  the  service  industries  whose  employment  and  well-beinff 
depends  upon  the  rate  of  activity  in  the  production  of  durable  goo<ls 
1  his  depression,  rK)w  entering  its  sixth  year,  has  become  a  durable- 
goods  depression.     The  production  of  consumei-s'  goods  is  11  percent  " 
below  tliat  of  1929;  but  the  output  of  durable  goods,  in  spite  of  the 
outpouring  of  Pid,hc  Works  Administration  expenditu4  bv  the 
billion,  remains  4^1/1,  percent  below  the  predepression  totals.  '  Fur- 
thermore, even  this  total  rests  upon  a  precarious  base.    The  Public 
Works  Administration  began  to  function  in  July  of  1933.    Since  that 
date  reduction  in  unemployment  in  durable-goods  industries  through 
November  of  1934  totaled  6G6,00().     Tlie  Bureau  of  Labor  Statistfcs 
figures,  through  Octol>er,  credit  643,000  of  that  reduction  to  what 
can  be  termed  "  essentially  direct  Public  Works  activities."     Take 
away  Public  Works  expenditures,  and  the  net  reduction  in  unem- 
ployment  m  the  durable-goods  industries  is  23,000.    I  wish  that  it 
were  possible  to  bring  all  of  these  figures  down  to  the  status  as  of 
this  afternoon.     That  cannot  be  done.     The  results  would  be  mod- 
erately better  than  those  quoted.    Vary  these  figures  by  any  amount 
rB'"^  tl^f,.^«""^s  of  reason,  whether  by  a  hundred^  thousand  or 
half  a  million,  and  that  latter  figure  is  patently  excessive— nothing 
that  any  honest  man  can  do  will  shake  by  one  iota  that  fact  that  this 
IS  a  durable-goods  depression. 

Unemployment  in  tlie  United  States  as  of  November  is  estimated 
by  Col.  Leonard  P.  Ayres  at  10,845,000. 

Put  back  to  work  e^ery  man  normally  employed  in  the  consumers' 

f  ^'J^'^Ann  A  ^'^^  ^'''^  ^"""i  ^^""^  reduced  that  depressing  total  by 
1,385,000  One  man  out  of  every  eight  idle  men  has  again  found  his 
pay  envelop.  '^ 

Put  back  to  work  every  man  normally  employed  in  the  service  in- 

7\taf,L       vl^'\\V'\?'^^^^^^  ^y  ^^   additional 

4,586,000;  a  little  better  than  3  idle  men  out  of  every  8  know  that  1 

of  the  7  days  in  the  week  is  pay  day. 

*^{!-  ^xw-^""  '''^'"l"  ^^^""^  '"^^^  "^^^'^  ^^^^'^  produced  the  durable  goods 
ot  tnis  JNation  and  you  have  done  more  than  reemploy  the  4  874  000 
jobless  men  who  constitute  the  largest  group  of  the  idle.  You  have 
started  to  restore  the  ravages  of  the  depression,  and  to  rebuild 
^America. 

The  service^  industries  serve.     Greatest  among  them  are  the  rail- 
roads.   And  the  railroads  are  starving  for  the  tonnage  which  only 
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the  durable  goods  industries  can  give  in  volume.  The  railroad  crisis 
has  become  substantially  a  durable-goods  crisis.  Annual  freight- 
revenues  derived  from  but  four  groups  of  durable  goods:  Metals^ 
ores,  lumber,  and  its  products,  and  stone,  sand,  and  similar  products, 
liave  declined  during  the  depression  according  to  the  latest  figures 
available  $882, (XX), 000.  or  60  percent.  Restore  two-thirds  of  the 
gi'ound  lost  by  the  durable  goods  industries,  and  you  will  no  longer 
have  two-thirds  of  a  million  railroad  men  who  have  lost  their  jofee 
during  the  de])ression.  More  than  that,  there  will  have  been  gen.-^ 
erated  such  an  upward  spiral  of  business  momentum  that  unemplby- 
ment  in  the  service  industries  as  a  whole  will  melt  away. 

Tlien.  and  not  until  then,  will  you  replace  the  18,000,000  people 
whom  this  bill  truly  cites  as  being  fed  and  clothed  by  the  Govern- 
liicnt.  men  whose  pay  envelops  provide  that  purchasing  power  above 
an  existence  level  that  is  indispensible  to  the  reemployment  of  the 
1.385.000  idle  men  no  longer  needed  by  the  consumers'  goods  indus- 
I  tiies  because  there  is  no  one  to  buy  their  products. 

Pie-ident  Roosevelt  is  right  in  flinging  out  the  challenge  that  he 
will  never  accej^t  the  defeatist  doctrine  that  we  must  have  or  shall 
Inne  an  army  of  millions  of  permanently  unemployed  in  these  United 
States  of  ours.  The  route  to  reemplo3rment  runs  from  the  duraWe 
g(H>ds  industries  through  the  service  industries  to  the  consumers* 
goods  industries. 

The  simple  question  with  which  we  are  confronted  is  whether  this 
bill,  introduced  by  Mr.  Black  in  the  Senate  of  the  United  States  on 
January  4.  1935,  will  achieve,  or  materially  achieve,  the  objectives 
enumerated  in  it.  Those  objectives  have  already  been  stated  m  some 
detail.  It  seems  not  unfair  to  summarize  them  as  being,  in  the  very- 
language  of  the  bill,  *'  the  incalculable  advantages  and  benefits  of  the 
abundance  (►f  goods,  commodities,  and  services  idle  machines  and 
idle  j)eople  could  have  produced  if  put  to  work."  If  this  means? 
anything,  it  means  that  a  depression  economy  of  scarcity  must  gire 
way  to  a  national  economy  based  on  plenty.  It  demands  an  increase 
in  goods  and  services  produced  which  alone  can  create  a  standard  of 
living  more  nearly  compatible  with  the  natural  resources  of  the 
countiy  and  the  ability  and  genius  of  the  American  workingman 
and  business  man— in  short,  the  attainment  of  what  the  President 
has  so  often  characterized  as  a  "more  abundant  life." 

Stripped  of  the  legal  phraseology  necessarily  and  properly  era- 
ployed  in  the  draft  of  the  bill,  this  wholly  admirable  goal  is  to  be 
:i'-hieved  by  still  further  shortening  the  w^orking  week  to  not  "  more 
than  5  days  in  any  week  or  more  than  6  hours  in  any  day."  It  is  m 
3n-hour-week  bill. 

There  is  the  proviso  that  ''  upon  proper  submission  of  satisfactory 
Jjroof  of  the  existence  of  special  conditions  in  any  industry  "  ex- 
emptions may  be  granted. 

Furthermore — 

It  j^hull  be  unlawlul  for  any  employer  *  *  *  to  reduce,  directly  or  iudf- 
'ictjy.  the  daily,  weekly,  or  monthly  wage  rate  in  effect  *  ♦  *  uutil  a 
reasonable  (►pi^xrtunity  has  been  afforded  to  his  employees,  through  represent- 
!»ti\es  (,f  their  own  choosing  by  a  majority  vote,  to  meet  with  the  employer 
or  his  representatives  and  to  discuss  and  consider  all  questions  which  may 
ijrise  iu  coniu-ctiou  with  the  reduction  of  such  wage  rate. 

Increased  nati<mal  well-being,  as  the  bill  states  with  admirable 
elanty,  is  sought  by  shortening  the  industrial  working  week  to  30 
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hours,  maintaining  the  inte^^rity  of  the  pay  envelop,  and  materially 
increasing  wage  rates  for  the  industrial  workers  of  the  country. 
These  industrial  workers  would,  during  a  period  of  prosperity,  con- 
stitute slightly  less  than  one-third  of  all  those  gainfully  employed; 
the  proportion  would  be  moderately  less  as  of  today.  The  cost  of 
goods  produced  by  about  one-third  of  all  workers,  and  consumed  by 
the  country  at  large,  including  the  other  two-thirds  of  the  workers, 
would  be  materially  increased.  Furthermore,  since  the  proportion 
of  labor  costs  to  total  costs  varies  from  company  to  company,  and 
from  industry  to  industry,  the  whole  structure  of  competitive  com- 
modity prices  would  be  thrown  into  disequilibrium,  necessitating  an 
indeterminate  period  of  readjustment  in  which  recovery  would  be 
retarded. 

Since  small  companies,  especially  those  in  the  smaller  communi- 
ties, are  in  general  less  highly  mechanized,  they  would  feel,  to  an 
even  greater  extent  than  their  larger  competitors,  the  impact  of 
sharply  advancing  labor  costs.  If  the  Congress  is  seeking  a  method 
of  increasing  the  difficulties  of  these  small  companies  and  one  that 
must,  even  in  minor  degree,  tend  toward  monopoly,  this  measure 
provides  it  with  such  a  vehicle. 

The  two  provisions  in  the  bill,  intended  to  insure  a  measure  of 
flexibility,  must  be  passed  over  with  but  momentary  comment.  If 
this  analysis  were  confined  to  them  alone  it  would  require  more  time 
than  I  have  at  my  disposal. 

1.  The  rigidity  of  the  30-hour  work  week  will  be  alleviated  "  upon 
the  submission  of  satisfactory  proof  of  the  existence  of  special  con- 
ditions in  any  industry  making  it  necessary  for  certain  persons  to 
be  employed  ^'  over  a  longer  period.  The  avowed  adoption  of  the 
30-hour- week  philosophy  throws  emphasis  on  the  words  "special 
conditions  in  any  industry."  If  decisions  are  to  be  made  on  the  basis 
of  industries,  there  is  utterly  no  flexibility  for  the  individual  com- 
pany. It  may  be  mentioned,  parenthetically,  that  here  again  the 
chief  sufferers  will  be  the  small  companies.  The  experiences  of  the 
N.  R.  A.  indicate  the  extreme  difficulty,  even  granting  the  most  sin- 
cere effort,  of  administering  detailed  regulations  concerning  many 
hundreds  of  industries  and  scores  of  thousands  of  companies  from 
the  third  and  fourth  floors  of  the  Commerce  Building  in  Washing- 
ton.   This  bill  would  compound  bureaucraey  upon  bureaucracy. 

2.  It  would  be  difficult  for  the  ingenuity  of  man  to  write  a  sec- 
tion more  likely  to  create  labor  wars  over  the  whole  front  of  Amer- 
ican industry  during  a  critical  period  in  which  it  is  hoped  we 
are  gradually  emerging  from  the  depression  than  the  provision 
which  would  in  actual  practice  force  substantially  every  employer 
to  endeavor  to  negotiate  new  wage  settlements  with  his  employees, 
except  in  the  unlikely  event  that  he  felt  his  competitive  markets 
would  absorb  the  materially  higher  unit  labor  costs  sought  by  the 
bill.  And  every  employee  who  did  not  insist  on  retaining  the  ma- 
terially higher  wage  rates  contemplated  by  the  bill  as  an  offset  to 
the  shortened  working  week  he  was  permitted  to  work,  would  be 
making  a  double  sacrifice — accepting  a  smaller  pay  envelop,  each 
dollar  of  which  suffered  in  purchasing  power  due  to  an  inevitably 
rising  cost  of  living.  N.  R.  A.  codes  may  conceivably  protect  the 
level  of  minimum  wages,  but  the  impact  of  higher  costs  would  tend 
irresistably  to  drag  wage  rates  above  the  minimum  down  toward 
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the  minimum.  A  legal  statute  cannot  provide  protection  against 
the  working  of  inexorable  economic  laws.  Goods  must  be  produced 
at  a  price  at  which  they  can  be  sold,  and  two-thirds  of  the  con- 
sumers of  the  country  will  have  no  higher  incomes  than  before, 
regardless  of  the  theoretical  reemployment  contemplated  by  this  act 
jftmong  the  other  third.  i.  /i     -i  t^    w 

The  net  result  of  these  two  so-called  "elements  of  flexibility 
would  be  to  add  strike  compounded  upon  strike,  to  bureaucracy  com- 
pounded upon  bureaucracy.    Yet,  even  these  results  are  trivial  com- 
pared with  the  broader  economic  implications  of  the  measure. 

The  real  indictment  of  this  30-hour  bill  is  equally  strong,  whether 
based  on  social  or  economic  consequences.    It  would  freeze  the  de- 
pression at  present  levels,  if  not  make  it  worse.    It  would  wrench, 
if  not  wreck,  the  hard-won  progress  toward  gradual  restoration  of 
equilibriums  in  the  commodity  price  structure,  create  innumerable 
interindustry  difficulties,  result  in  complications  interrupting  the 
smooth  flow  of  products  from  one  stage  of  production  to  another, 
reduce  the  volume  of  production,  the  real  income  of  the  Nation,  and 
the  standard  of  living  of  its  population.    This  bill,  if  enacted,  would 
ask  the  farmer,  who  finds  it  difficult  to  make  a  living  on  60  hours  of 
work  a  week,  to  support  the  industrial  worker  on  30  hours  a  week. 
Furthermore,  it  would  ask  the  man  on  the  farm,  who  has  not  yet 
achieved  price  parity  for  the  goods  he  produces,  to  pay  materially 
higher  prices  for  the  industrial  products  he  purchases;  it  would 
render  the  task  confronting  the  A.  A.  A.  little  short  of  impossible. 
Speaking  with  extreme  moderation,  higher-cost  industrial  products 
would  with  difficulty  retain  the  position  in  the  export  markets  that 
is  still  theirs,  and  our  domestic  markets  would  be  subjected  to  in- 
creased competition  from  foreign-made  goods  enjoying  an  appre- 
ciably greater  differential  in  labor  costs  than  before  the  enactment 
of  this  bill ;  certainly  the  interplay  of  these  factors  would  not  make 
for  increased   employment.     The   so-called   "  white-collar  classes  -' 
would  bear  the  burden  of  higher  costs  of  living  without  even  theo- 
retical protection. 

(At  this  point  Senator  Neely  entered  the  room  and  presided  dur- 
ing the  remainder  of  the  session.) 

Written  throughout  the  bill,  though  never  specifically  stated,  is  th( 
blunt  tacit  assumption  that  labor  is  a  tangible,  inanimate  com- 
modity, interchangeable  as  spare  parts  in  a  bank  of  machines,  and 
capable  of  being  shipped  at  commodity  rates  from  one  part  of  the 
country  to  another.  This  is  a  cruel  and  unreal  assumption.  Unless 
this  bill,  by  some  process  of  alchemy  not  yet  known  to  man,  can 
transform  the  idle  freight-car  builder  from  New  York  State  into  a 
skilled  operative  in  a  rayon  plant  in  Tennessee,  the  worker  in  a  cast 
iron  pipe  factory  in  Birmingham  into  a  machinist  in  Cincinnati,  or 
a  sawmill  operative  into  a  chemical  worker  on  the  Atlantic  sea- 
board, it  fails  in  even  the  vital  phase  of  the  mere  mechanics  of  re- 
employment. Social  responsibility  must  recognize  that  families, 
not  merely  heads  of  families,  are  involved.  Labor  is  not  a  com- 
modity transferable  either  geographically  or  industrially,  with  the 
perfect  abandon  clearly  implied  in  this  bill.  If  we  were  to  look 
beyond  our  own  shores  we  would  find  that  the  stubbornness  of  that 
fact  was  discovered  long  ago. 
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Reductionis  in  h()Ui\s  niul  in^reasos  in  real  income  which  consti- 
tute higher  standards  of  living  are  evolutionary,  rather  than  revo- 
hitionary  processes.  New  inventions,  greater  utilization  of  electric 
power,  improved  indu.-trial  processes,  increased  lahor  efficiency  and 
better  management  afford  three  alternatives: 

First.  The  production  of  more  goods  with  a  given  amount  of 
labor— a  higher  material  standard  of  living. 

Second.  The  production  of  the  same  auiount  of  goods  with  less 
labor-— a  greater  degree  of  leisure. 

Third.  A  combination  of  a  somewhat  higher  material  standard  of 
living  and  a  somewhat  greater  degree  of  leisure. 

In  practice  the  last  of  these  has  been  the  American  tradition 
During  the  period  from  1900  to  1929  the  countrv  increased  its  per 
capita  ])rodiiction  approximately  40  percent  and  at  the  same  time 
decreased  its  working  week  about  13  percent.  Tlie  automobile, 
radio,  and  telephone  became  commonplaces  to  the  American  home. 
It  this  bill  IS  enacted,  the  reduction  of  40  percent  in  the  working 
week  since  1929  will  be  three  times  as  great  as  that  which  occurred 
during  the  period  1900  to  1929,  a  reduction  entirelv  out  of  line  with 
the  estimate  of  the  Brookings  Institution  under  date  of  January  3, 
1930,  that  ^'  the  average  increase  in  productivitv  in  American  eco^ 
nomic  life  as  a  whole  (since  the  beginning  of  the  depression)  would 
appear  to  be  less  than  10  percent."  The  simple  consequence  would 
be  to  render  it  impossible  to  regain  a  standard  of  living  equal  to 
that  enjoyed  by  the  country  before  1929. 

It  might  be  added  that  anyone  familiar  with  the  difficulties  of 
scheduling  industrial  operations,  due  to  the  irregular  inflow  of 
orders  special  jobs,  style  factors,  and  seasonal  influences,  recog- 
nizes  that  the  limitation  of  employment  to  not  more  than  5  davs  a 
week  nor  more  than  6  hours  in  any  day  must  in  actual  practice 
result  m  average  work  weeks  the  year  around  that  would  probably 
be  as  near  25  as  30  hours.  Such  a  course  would  place  not  merelV 
the  uneniployed  but  the  country  as  a  whole  very  nearly  on  a  sub- 
sistence basis.     It  IS  defeatist  in  character,  and 'the  counsel  of  de- 

^^^r*  .  .?  ^^^^^  otherwise  is  to  assume  that  wealth  can  be  shared 
without  the  necessity  of  creating  it.  ^larea 

Ours  has  already  been  a  disorderly  economic  recovery,  more  erratic 
chaotic,  and  unpredictable  in  its  movements  than  that  of  any  nation 

Tn  IfiT^nT  q;"/""'^""".  'u  t'^^.T"^^-  f  weeping  advances,  both 
n  1933  and  1934  were  followed  by  confidence-wrecking,  morale- 
testing  declines  We  have  covered  more  ground,  seen  more  action, 
and  yet  probably  made  less  gain  than  the  world  as  a  whole.  Indus- 
trial production  in  the  United  States,  as  measured  by  the  Federal 
Reserve  Board,  increased  but  4  percent  from  1933  to  1934  Con- 
struction the  key  durable-goods  industry  and  increasingly  the  focal 
point  of  the  Government's  attack  on  the  depression,  in  spite  of  the 

hariS'l931  ^T/^'  Public  Works  AdminFstration  stanT  at  but 
half  ts  1931  volume.  Kesidential  construction,  whether  measured 
in  volume  or  in  value,  was  lower  in  1934  than  during  any  Sous 
year  of  the  depression.  ^       '^  pi^vious 

The  remedy  to  unemployment  is  not  the  Black  30-hour  bill  which 
wouhl  merely  add  a  new  series  of  dislocations.  ReenipKent  m^st 
be  created  where  unemployment  exist^and  that  is  chiefly  n  the 
durable-goods   industries.     Durable  goods   are   long-term  ^commit! 


ments,  involving  heavy  initial  capital  expenditures  which  can  be 
recouped  only  by  income  derired  through  a  period  of  years.  The 
essence  of  such  *  commitments  is  confidence  extending  beyond  the 
immediate  future.  Without  such  confidence,  stagnation  in  these  in- 
dustries is  inevitable.  The  Black  30-hour  bill  would  intensify  the 
stagnation  that  exists  today.  It  would  vitiate  such  gains  in  du- 
rable-goods employment  and  prwluction  as  will  restore  industrial 
equilibrium.  Restored  industrial  equilibrium  is  vital  to  widened 
markets  for  agricultural  products,  and  the  achievement  of  equilib- 
rium between  agriculture  and  industry.  Thus  runs  the  sequence  of 
reemployment  and  recovery. 

The  position  of  these  industries  has  already  been  stated  to  the 
Government.  Their  wage  rates  are  already  substantial!}^  at  1929 
levels.  Employment  in  durable-goods  industries  is  possible  only 
as  their  products  can  be  sold.  Such  goods  can  be  sold  only  on  the 
basis  of  prices  that  will  create  demand;  but  demaifd  for  durable 
^  goods  has  been  and  can  be  deferred.  The  price  the  buyer  will  pay 
for  a  product,  the  purchase  of  which  can  be  deferred,  determines  the 
maximum  price  the  seller  can  obtain.  Ability  to  defer  demand  con- 
stitutes ability  to  shop  closely  and  place  pressure  on  prices.  These 
industries  have  lost  a  considerable  part  of  their  working  capital 
through  years  of  depression  in  which  income  failed  to  meet  out- 
of -pocket  expenses,  let  alone  taxes,  depreciation,  or  return  on  cap- 
ital investment.  The  price  at  which  their  products  can  be  sold 
determines  the  cost  that  they  can  incur. 

I  might  say  parenthetically  that  the  philosophy  that  you  can 
achieve  prosperity  through  some  process  of  consuming  more  and 
producing  less,  and  return  prices  to  the  1926  level,  without  any 
consideration  of  whether  that  tends  to  restore  equilibrium  or  create 
disequilibrium,  has  been  a  thing  that  industry  is  bound  to  look  back 
upon  as  nothing  short  of  the  retarding  of  every  natural  force  of 
recovery. 

Senator  Neely.  Do  you  know  what  percentage  of  the  labor  of  the 
heavy-goods  industiy  is  now  unemployed? 
"^  Mr.  Hettinger.  Mr.  Chairman,  in  this  country  we  have  no  labor 
statistics  that  will  warrant  an  honest  man's  estimate.  We  have  a 
sample  that  is  carefully  and  honestly  gathered  by  the  Bureau  of 
Labor  Statistics,  and  the  classifications  between  heavy  industries  and 
other  industries  are  a  matter  of  dispute.  I  think  that  fair  approxi- 
mation would  be  the  fact  that  I  mentioned  earlier,  that  as  of  this 
date  the  production  of  durable  goods,  insofar  as  we  can  gage,  is 
about  47%  percent  less  than  in  1929,  contrasted  with  11  percent  less 
for  consumers'  goods;  that  one  of  the  key  durable-goods  industries 
is  the  construction  industry;  that  in  1934  the  volume  of  operation 
in  the  construction  industry  w^as  about  32  percent  of  the  1923  to 
1925  base  period  used  by  the  Federal  Reserve  Board  in  making 
comparisons;  that  residential  construction  was  one  of  the  greatest 
avenues  of  employment;  that  with  all  the  efforts  the  Government 
has  so  far  made  we  are  about  one-half  of  that  period  figure,  or  actu- 
ally less,  whether  measured  in  millions  of  feet  of  floor  space  or 
dollars  involved,  than  in  the  1932  depths  of  the  depression  or  the 
1933  depths  of  the  depression. 

Now,  taking  the  premise  of  47%-percent  reduction  in  the  volume 
of  operations  in  that  industry,  and  adding  to  that  the  fact  that  the 
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construction  industry  is  operating  at  about  one-third  of  its  capacity, 
I  don't  believe  that  a  man  would  be  very  far  from  the  mark  if  he 
assumed  it  to  be  somewhere  in  the  neighborhood  of  half  the  workers 
in  the  heavy  industries  employed.  You  would  have  an  appreciable 
margin  there  on  either  side,  but  the  situation  is  so  bad  that  it  matters 
little  whether  you  add  or  remove  3  percent. 

I  would  like  to  emphasize  there  the  fact  that  those  men  will  never 
be  reemployed,  other  than  over  a  long  stretch  of  years  by  a  major 
reorientation  of  our  national  economy,  except  so  far  as  we  can  create 
the  confidence  that  will  cause  a  man  who  has  a  perfectly  good  ma- 
chine from  the  point  of  view  of  physical  obsolescence  to  replace  that 
by  something  that  will  produce  far  more  cheaply  but  will  take 
several  years  to  pay  out.  There  are  others  in  this  country,  and  they 
are  not  few  in  number,  who  feel  little  confidence  in  our  economic 
future. 

Senator  Neely.  I  dislike  to  interrupt  you,  but  you  are  not  answer- 
ing my  question.  I  asked  you  to  state  the  percentage  of  unemployed 
in  the  heavy-goods  industry. 

Mr.  Hettinger.  I  would  say  50  percent. 

Senator  Austin.  I  was  very  much  interested  in  what  you  were 
saying.    Will  you  continue? 

Senator  Neely.  There  is  no  objection  to  his  continuing.  But  I 
wanted  him  to  answer  my  question. 

Senator  Hatch.  I  believe  he  did  answer  the  question  and  said 
50  percent. 

Mr.  Hettinger.  Fifty  percent  plus  or  minus  would  indicate  the 
information  which   an  honest  man  would  be  justified  in  stating. 
Senator  Neely.  Proceed. 

Mr.  Hettinger.  There  are  a  good  many  industrial  concerns  that 
have  the  opportunity  to  spend  money  for  labor-saving  machinery 
that  would  pay  out  over  a  sufficiently  short  i^eriod  of  time  so  that 
under  normal  conditions  that  money  would  be  spent.  It  is  not 
being  spent.  You  are  beginning  to  have  an  opportunity  for  a 
major  revival  in  the  construction  industr^^;  but  our  construction 
costs  are  out  of  line  with  the  commodity  price  level  and  out  of  line 
with  the  national  income  of  this  country.  As  long  as  those  costs 
remain  so  much  higher  than  the  prices  at  which  you  can  buy  prop- 
erty, no  legislation  that  Congress  can  enact,  and  no  effort,  no  mat- 
ter how  sincere  or  able  in  its  administration,  that  Congress  may 
establish,  can  bring  that  revival  which  is  warranted  by  the  fact 
that  we  have  billions  of  dollars  of  idle  capital,  millions  of  idle  men, 
and  an  obsolescence  in  the  physical  plants  of  our  country. 

There  are  factories  and  large  enterprises  in  this  country  that  will 
support  and  can  support  a  major  revival,  if  that  revival  is  based 
upon  restoring  the  equilibrium  rather  than  forces  emphasizing  and 
reemphasizing  the  lifting  of  prices,  lifting  of  costs,  which  cannot 
be  done  any  more  than  an  artificial  thermometer  with  a  match  under 
it  will  raise  the  mercury  in  the  tube. 

Present  costs  which  have  failed  to  move  goods  and  to  create  em- 
ployment must  be  reduced  to  levels  that  will  move  goods  and  pro- 
vide employment.  To  that  end  industry  is  devoting  its  every  effort. 
The  30-hour  week  simply  will  not  provide  labor  in  these  industries 


with  a  decent  living  wage,  and  permit  costs  and  prices  at  which 
buyers  will  purchase  their  products — it  is  the  one  sure  way  to 
achieve  continued  depression. 

The  durable-goods  industries  committee,  whose  statement  this  is, 
was  created  at  the  express  request  of  the  United  States  Govern- 
ment. Gen.  Hugh  S.  Johnson,  administrator  for  industrial  recov- 
ery, in  his  closing  address  to  the  conference  of  code  authorities  and 
code  committees  on  March  7,  1934,  requested  the  durable-goods  indus- 
tries to  elect  a  committee  whose  task  would  be  "  to  work  with  the 
administration,  not  merely  with  the  N.  R.  A.,  and  to  report  to  the 
President  shortly  on  how  we  can  create  jobs  in  some  way  other  than 
any  yet  suggested."  Specifically  he  asked :  "  How  are  we  going  to 
make  jobs  by  production  and  consumption,  which  is  the  only  way 
to  make  them  in  the  last  analysis?  How  are  we  going  to  activate 
the  capital-goods  industries?  What  more  can  we  do  than  we  have 
done  ?  " 

That  committee  reported  to  the  President  of  the  United  States 
on  national  recovery  and  employment  under  date  of  May  14,  1934. 
The  detailed  report  it  submitted  to  the  President  is  a  matter  of 
record,  and  we  believe  it  stood  the  test  of  time.  I  desire  in  closing 
merely  to  quote  the  conclusions,  each  of  which  carried  with  it  sub- 
stantial supporting  evidence  that  the  durable-goods  industries,  with 
their  vast  stagnant  pool  of  unemployment,  constitute  at  once  the 
heart  of  the  depression  and  the  road  to  recovery.  It  is  recognized 
that  conditions  have  changed  during  the  9  months  that  have  inter- 
vened, but  the  essentials  of  reemployment  and  recovery  will  still 
hold.  Some,  but  not  all,  of  these  essentials  have  been  achieved 
Our  hope  lies  in  continued  progress : 

1.  Cousi  deration  of  the  present  economic  and  social  problems  must  be  in  the 
following  sequence:  First,  relief;  second,  recovery;  and  third,  reform. 

2.  Of  the  unemployed,  nearly  5,000.000  are  from  the  durable-goods  indus- 
tries, and  half  of  these  were  employed  normally  in  the  construction  industry. 

3.  The  key  to  the  unemployment  problem  is  to  be  found  in  the  stimulation 
of  the  construction  and  other  durable-goods  industries,  which  will  create,  in 
turn,  opportunities  for  employment  in  the  service  and  consumption-goods 
industries. 

4.  Reduction  in  maximum  hours  has  already  been  created  to  or  possibly 
beyond  the  economic  limit  in  durable-goods  industries  under  present  conditions, 
and  further  reduction  will  not  materiaUy  contribute  to  the  reduction  of 
unemployment. 

5.  The  durable-goods  industries,  by  reason  of  their  present  financial  situaticm 
and  the  nature  of  their  business,  are  unable  to  absorb  additional  employees 
or  increased  costs  until  the  volume  of  sales  of  their  products  is  expanded. 

6.  These  industries  cannot  hope  for  a  substantial  increase  in  their  sales 
volume  until  there  is  such  a  further  restoration  of  confidence  in  the  economic 
future  as  will  encourage  the  use  by  private  investors  of  the  available  supply 
of  capital  and  credit. 

7.  Recovery  will  come  when  fundamental  conditions  promote  rather  than 
retard  the  purchase  of  durable  goods. 

8.  Some  of  the  fundamental  conditions  needed  for  recovery  in  durable-goods 
industries  already  exist.  The  lag  in  their  revival  indicates  the  absence  of 
certain  essential  factors  and  the  presence  of  certain  definite  interferences. 

9.  Chief  among  the  fundamental  conditions  needed  for  recovery  are : 
(a)  A  free  flow  of  private  capital  into  private  business. 

(6)  A  sound  real-estate-mortgage  market. 

(c)  Industrial  relations  on  a  basis  which  will  assure  cooperation  instead 
of  strife. 


i: 


432 


THIRTY- HOUR    WORK    WEEK 


THIRTY-HOUR    WORK    WEEK 


433 


((/)  A  balanced  i»rioe  i»arity  ItfrwooFi  a.iriitul rural  comiuoditk's  and  manu- 
factured j^oods. 

(c)   The  further  reestahlisluia-nt  of  confidenci^—mi^st  iinixu'tant  of  all. 

10.  Essential   to  the  establislinuMU    of  confidence  are  the  folhiwlns; : 

(a)  Asisurance  to  private  enterprise  that  the  profit  incentive  will  continue 
to  receive  public  approval  as  an  enerjrizing  motive  for  economic  activity. 

(6)  Public  recognition  that  the  only  legitimate  purpose  of  taxation  is  to 
provide  the  necessary  revenue  for  government  and  not  to  effect  a  punitive  re- 
distribution of  wealth   which   paralyzes   business  initiative   or  for  any   other 

puriKise. 

(c)  Removal  through  a  permanent  balancing  of  the  Budget  of  the  threat  of 

uncontrolled  inflation. 

(d)  Removal  of  any  remaining  threat  of  a  sudden  and  arbitrary  change  in 

t»ur  monetary  policies. 

(e)  Assurance  that  companies  whith  have  adjusted  their  business  methods 
and  policies  to  the  temporary  emergency  program  of  the  N.  U.  A.  will  be  free 
from  the  uncertainties  of  unreasonable  or  arbitrary  administration. 

if)  Clarification  of  the  Government's  policies  toward  measures  and  trends 
which  are  inconsistent  with  our  economic  system. 

11.  A  survey  of  the  possibilities  for  immediate  employment  shows  that  an 
immense  need  exists  in  a  great  diversity  of  fields  for  the  products  of  the 
<lnrable  goods  industries.  Chief  among  these  are  the  construction  industry,  in- 
cluding modernizing  and  new  housing.  In  addition,  a  vast  depreciation  has 
occurred  in  the  permanent  etiuipment  of  the  country.  All  of  these  potential 
demands  are  waiting  upon  the  establishment  of  the  needed  favorable  factors 
and  upon  the  clearing  up  of  the  remaining  unfavorable  factors  as  enumerated 
in  this  report. 

12.  Long  continued  unemployment  is  essentially  a  social  and  not  an  industrial 
problem.  Its  solution  thrpugh  channels  outside  of  industry  will  require  the 
c<mtinued  attention  of  the  country  for  an  indefinite  period. 

The  Black  30-hour  bill  meets  none  of  what  we  believe  to  be  the 
essentials  of  reemployment  and  sound  recovery. 

I  thank  you  for  the  privilege  you  have  accorded  the  durable  goods 
industries  committee  of  making  this  statement. 

Senator  Neely.  Are  there  any  questions? 

Senator  Hatch.  I  want  to  ask  you  a  question  similar  to  question 
1  asked  Mr.  Tower,  who  preceded  you.  I  asked  him  if  there  was  any 
reasonable  expectiition  of  the  steel  industry  absorbing  the  remaining 
unemployed  in  that  industry.  He  answered  that  he  thought  there 
was  a  reasonable  expectation.  I  observed  that  you  apparently  dis- 
agreed with  that  thought.    What  do  you  have  to  say  about  that? 

Mr.  Hettinger.  I  should  say  simply  this :  It  is  dangerous  to  try  to 
gage  prospects  in  1935.  I  am  making  my  statement  honestly  and 
definitely,  but  with  all  tlie  humility  in  the  world,  and  hoping  to 
Divine  Providence  tliat  I  am  wrong. 

First,  I  believe  that  we  cannot  have  in  this  country  in  1935,  as  a 
whole,  a  level  of  physical  production  as  high  as  will  be  revealed  by 
the  Federal  Reserve  index  for  the  month  of  January.  We  have  had 
at  least  three  disorderly  advances,  of  almost  cyclical  proportions, 
since  this  administration  has  been  in  office.  And  I  am  stating  this 
sympathetically  as  a  Democrat,  who  will  probably  always  be  a  Demo- 
crat. We  had  a  disorderly  recovery  from  March  to  July  in  1933,  and 
a  heart-rending  decline.  We  had  a  disorderly  recovery  in  May  of 
1934,  ba.sed  upon  inventory  accumulations,  and  a  disheartening 
decline. 

I  believe  we  are  having  the  same  thing  today.  In  the  autonnjhile 
and  steel  and  certain  othei*  lines  we  are  having  an  accumulati(m  of 
inventories  that  cannot  lie  moved  with  the  emphnnieiit  that  exists. 
You  cannot  make  a  material  inroad  in  that  stagnant  jjool  of  uncnj- 


ployment  until  you  reemploy  men  where  that  ^^^^P^X^c^nt^^^^^^^ 
The  bulk  of  it  is  in  the  durable  goods  industry  and  in  the  collateral 
service  Industries.  The  shocking  part  there  is  the  construction  in- 
dustrv  and  all  the  industries  must  bear  a  part  of  that  blaine  tor 
which  I  am  sorry;  labor  must  bear  part  of  that  blame,  and  the  Gov- 
™entrust  bear  a  part  of  that  blame.  Jhere  is  still  too  wide  a 
disparity  between  what  it  costs  to  buy  and  what  it  costs  to  build. 
The  construction  industry  is  not  the  only  place  where  that  occmj. 

Therefore,  believing  that  the  January  index  ^^  t^^.^-^^^^^^^^f^t 
serve  Board  will  prove  to  be  higher  than  the  result  m  the  country 
as  a  whole,  I  don't  believe  that  the  major  industries  of  the  country 
will  make  substantial  progress  toward  any  reduction  in  ^ncmploy- 
ment  this  year,  with  one  qualification:  if  the  capital  market  should 
be  reopened  the  first  half  of  this  year  in  time  to  make  a  real  con- 
tribution, then  vou  would  have  some  justification  for  the  confidence 
without  which  there  could  be  no  major  increase  in  the  market  tor 
durable  o^ods  and  no  major  diminution  in  unemployinent  in  the  dur- 
able goods  industry.  Without  such  gains  in  durable  goods  indus- 
tries you  cannot  reemploy  large  numbers  m  the  service  industries, 
of  which  the  railroads  are  the  dominant  group,  and  without  those 
two  you  simply  have  not  the  real  income  to  absorb  a  suihcient  volume 
of  consumer  gi)ods  to  put  back  to  work  approximately  one  and  one- 
half  million  men.  So  I  do  not  believe,  short  of  a  reopening  ot  the 
capital  market,  that  you  will  have  a  major  gain  in  reemployment 
for  some  period  ahead. 

Senator  Hatch.  Those  are  the  reasons  why  you  disagree  with  Mr. 

Tower  ? 

Mr.  Hettinger.  Yes. 

Senator  Hatch.  You  do  disagree  with  him?  ,  •    -,     . 

Mr.  Hettixger.  I  realize  that  he  is  an  expert  m  the  st«el  industry ; 
I  am  not.  Nevertheless,  I  believe  that  operations  in  the  st<?el  indus- 
try are  so  closely  allied  with  those  of  durable  goods  as  a  whole  that 
approximate  56  percent  must  come  fairly  close  to  being  the  maxi- 
mum, unless  the  capital  market  should  happen  to  reopen  in  the  first 

half  of  this  vear. 

Senator  Neely.  That  is  all,  Mr.  Hettinger.     Thank  you. 

STATEMENT  OF  FRED  H.  CLAUSEN,  DIRECTOR  OF  THE  CHAMBER 
OF  COMMERCE  OF  THE  TJNITED  STATES 

Senator  Neely.  You  may  state  your  name  and  whom  you  repre- 
sent, n-        J.  £ 

Mr.  Clausen.  My  name  is  Fred  H.  Clausen.  I  am  a  director  of 
the  Chamber  of  Commerce  of  the  United  States,  and  am  appearing 
for  that  organization. 

Senator  Neely.  You  may  proceed. 

Mr.  Clausen.  In  this  discussion  I  >hall  make  reference  to  the 
farm-machinery  industry  with  which  1  have  been  connected  for  34 
years  and  for  which  I  am  now  acting  as  director  of  code  activities 
of  the  N.  I.  R.  A.  This  is  a  logical  reference  as  it  applies  to  all 
industries  dependent  on  the  American  farmer  for  a  market  Farm- 
ers constitute  30  percent  of  the  country's  population,  a  sufficiently 
important  group  to  justify  full  consideration  in  the  establishment  of 
a  national  labor  policy. 
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Every  industry  is  directly  or  indirectly  affected  by  the  bill.  The 
Government  policy  is  to  promote  the  basic  industry  of  agriculture. 
It  should  be  consistent  in  its  program. 

The  farm-machinery  industry  is  directly  affected,  and  I  believe 
every  industry  is  affected  to  a  greater  or  lesser  degree,  in  view  of  the 
relationship  between  agriculture  and  industry,  and  in  the  considera- 
tion of  the  merits  of  the  [)r()posals  contained  in  this  bill  affecting  our 
general  plan  of  economic  betterment. 

I  understand  the  problem  this  bill  intends  to  solve  is  making  pro- 
vision for  the  greatest  number  of  man-hours  for  the  largest  possible 
number  of  workers  that  can  be  employed  at  a  living  wage.  With 
this  objective  there  can  be  no  (juarrel.  I  accept  the  formula  but  de- 
clare that  the  proposed  reduction  in  weekly  hours  to  30  in  any  in- 
dustry depending  on  agriculture  for  its  market  will  result  in  less 
man-hours,  not  more. 

The  process  of  maintaining  employment  depends  on  the  consumer, 
not  the  maker  of  goods.  The  total  number  of  man-hours  in  our  in- 
dustry is  controlled  by  the  farmer,  not  by  the  manufacturer. 

The  inability  to  pay  wages  doesn't  just  happen.  Nor  can  it  be 
created  by  law.  It  comes  from  the  production  of  useful  things  that 
can  be  sold  to  consumers.  We  cannot  establish  wage  rates  by  Gov- 
ernment fiat  that  are  not  earned  and  recovered  by  the  employer  who 
pays  them.  The  wage  fund  must  come  from  gross  income,  and  not 
from  capital. 

I  think  in  consideration  of  the  possibility  of  industry  to  absorb 
any  additional  burden  of  this  kind  and  to  put  over  the  proposition 
that  is  contained  in  this  measure  is  based  to  a  large  extent  upon  a 
misconception  of  the  ability  of  industry  to  do  a  job  of  that  kind, 
when  you  consider  that  in  the  long  run  only  10  percent  of  all  the 
business  institutions  or  corporations  are  successful.  I  think  you  can 
readily  see,  when  you  take  that  into  consideration,  that  it  is  an  im- 
possible task  that  industry  should  not  be  called  upon  to  perform, 
especially  under  present  conditions. 

As  I  said,  the  trouble  has  been  that  even  in  normal  times  only 
10  percent  of  the  industrial  enterprises  have  been  able  to  develop 
as  going  concerns  and  maintain  their  capital  structure.  This  pro- 
posed legislation  is  aimed  at  employers  struggling  to  maintain  them- 
selves by  enlarging  operations  and  increasing  employment.  It  asks 
them  to  do  an  impossible  thing.  Presumably  it  is  not  aimed  at  the 
worker  or  the  farmer-customer,  but  it  hits  them  just  the  same. 

To  the  worker,  it  says  that  under  the  American  law  you  cannot 
work  for  others  more  than  30  hours  a  week.  It  definitely  limits  his 
earning  power  without  any  relation  to  his  health  or  the  betterment  of 
his  economic  position. 

To  the  farmer,  it  says  that  your  struggle  for  economic  parity  which 
has  been  going  on  for  the  past  decade  shall  be  in  vain ;  that  for  every 
stride  you  take  forward  the  Government  will  see  to  it  that  you  fall 
back  two. 

Frankly,  the  program  designed  to  create  scarcity  of  labor  will  in 
itself  effect  increased  scarcity  of  work  and  not  of  workers.  Is  it  not 
fair  to  ask  that  credit  be  given  to  industry  for  its  accomplishments 
since  the  N.  I.  R.  A.  was  enacted?  I  survey  my  industry  and  find 
that  prior  to  1933  the  working  hours  in  our  shops,  large  and  small, 
range  from  GO  to  48  hours  a  week.     Since  September  1933,  on  a  40- 


hour  code,  the  actual  average  is  38  hours  with  so-called  "  full-time  " 
operations.    A  30-hour  week  would  mean  an  actual  average  of  29  or 

28  hours. 

I  will  say  in  that  connection  that  in  this  work  we  have  a  10-percent 
tolerance  provision,  and  it  is  not  possible  in  this  industry  to  work 
under  rigid  specified  hours.  We  keep  very  complete  records  of  the 
operations  of  the  plants  in  our  industry  which  sponsored  the  code, 
and  we  find  that  with  our  40-hour  week  they  actually  work  about  38 
hours  on  the  average.  Interruptions  by  reason  of  illness  and  other 
causes  are  alwaj^s  bound  to  happen.  With  the  30-hour  week  you 
would  have  that  situation  intensified.  It  would  mean  28  or  29  hours, 
which  makes  the  situation  more  difficult  for  the  worker  and  has  a 
depressing  effect  upon  his  actual  earnings. 

Senator  Neely.  Would  a  question  break  the  continuity  of  your 
statement  ? 

Mr.  Clausen.  Oh,  no. 

Senator  Neely.  I  understood  you  to  state  that  prior  to  the  adoption 
of  the  code  in  some  departments  of  your  industry  men  worked  as 
k.iuch  as  60  hours  a  week? 

Mr.  Clausen.  Yes. 

Senator  Neely.  What  was  the  nature  of  their  employment? 

Mr.  Clausen.  These  are  concerns  that  are  located  in  small  com- 
munities, that  have  8,  10,  or  12  employees.  They  are  concerns  that 
started  with  a  small  beginning  and  have  not  gotten  very  far,  have 
very  limited  capital  and  limited  equipment.  They  have  been  back- 
ward in  going  forward  with  the  evolution  toward  shorter  hours, 
taking  advantage  of  their  country  location  in  small  units. 

Senator  Neely.  What  is  the  nature  of  their  work ;  is  it  exhausting 
or  light? 

Mr.  Clausen.  I  would  not  say  the  work  in  our  industry  is  very 
exhaustive  work,  although  it  includes  foundry  work  and  wood  shops 
and  machine  shops,  and  things  of  that  kind.  These  small  units  make 
different  kinds  of  farm  machinery.  At  one  time  it  was  wagons,  but 
they  have  gone  out  of  the  picture  pretty  well.  They  make  cultivators 
and  plows  and  different  items  of  that  kind.  A  large  part  of  the  output 
in  our  industry  comes  from  the  large  units,  and  they  are  the  ones  who 
work  the  shorter  hours. 

Senator  Neely.  Wliat  proportion  of  the  men  in  the  industry  of 
which  you  speak  worked  60  hours  a  week  immediately  before  the 
adoption  of  the  code  ? 

Mr.  Clausen.  I  would  say  possibly  5  percent,  and  from  there  all 
the  way  down  to  48  hours.  The  larger  companies  in  our  industry 
operate  a  shorter  number  of  hours. 

Senator  Neely.  No  one  in  your  industry  is  now  working  more  than 
a  40-hour  week  ? 

Mr.  Clausen.  No,  sir. 

Senator  Neely.  How  does  the  present  prosperity  of  your  industry 
as  a  whole  compare  with  the  prosperity  of  your  industry  immediately 
before  the  codes  were  adopted  ? 

Mr.  Clausen.  I  might  answer  that  in  this  way :  That  in  1932  our 
output  of  sales  was  aoout  25  percent  of  the  normal  5-year  average 
prior  to  1929.  In  1933  the  same  figure  indicated  about  1  percent 
more.     In  1934  we  estimated  46  percent.     Now,  in  the  present  state 
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of  operation,  owing  to  better  ability  of  the  fanner  to  buy  on  account 
of  better  commodity  prices,  it  has  gone  up  to  60  or  65  percent. 

Senator  Neely.  Then  your  business  has  been  improved,  by  the 
policies  of  the  Government  during  the  last  2  years? 

Mr.  Clausen.  I  would  say  that  it  has  improved,  owing  to  the  im- 
proved condition  of  the  farmer,  who  is  the  purchaser  of  our  goods. 

Senator  Neely.  The  reduction  from  GO  to  40  hours  a  week  has  at 
least  not  hurt  your  industry  ? 

Mr.  Clausen.  It  has  not  hurt  it,  although  the  small  units  complain 
bitterly  that  the  code  is  extremely  hard  on  them. 

Senator  Neely.  Have  there  not  always  been  complaints  against 
attempts  to  reduce  the  hours  of  service  of  those  who  toil  ? 

Mr.  Clausen.  I  would  say  there  has  been  resistance,  but  neverthe- 
less, that  reduction  has  taken  place  very  definitely. 

Senator  Neely.  Do  you  know  of  any  case  in  which  the  reduction 
has  ever  been  followed  by  the  dire  consequences  predicted  by  those 
who  opposed  it? 

Mr.  Clausen.  Not  when  that  comes  about  in  a  natural  evolution- 
ary way,  but  there  never  has  been  any  attempt  before,  either  National 
or  State,  to  legislate  by  Government  fiat,  tliat  an  able-bodied  man 
should  only  work  so  many  hours  a  day.  This  is  the  first  attempt  in 
that  direction. 

Senator  Neely.  The  answer  to  that  observation  is  that  there  has 
never  been  another  economic  or  industrial  depression  in  this  country 
similar  to  the  appalling  depression  which  has  existed  during  the 
last  5  years. 

Mr.  Clausen.  Of  course,  we  are  in  a  difficult  situation,  and  we  are 
all  striving  to  get  out  of  it. 

Senator  Neely.  I  hope  that  we  are. 

Senator  Hatch.  You  were  discussing  the  farm-implement  busi- 
ness. I  wonder  what  effect  the  drought  in  1934  had  on  that,  whether 
the  increased  income  to  farmers  might  have  ten^ded  to  offset  the 
losses,  at  least  to  some  extent. 

Mr.  Clausen.  I  think  the  drought  has  been  helpful  to  our  indus- 
try. There  is  a  considerable  demand  for  farm  tractors,  a  good  deal 
coming  from  where  the  drought  was  very  bad.  and  they  have  no  feed 
for  horses.  The  number  of  horses  has  been  verv  definitely  decreased, 
and  the  farmers  need  new  power.  The  drought  had  a  marked  effect 
on  commodity  prices,  in  connection  with  the  Government's  program. 

Senator  Austin.  Do  you  include  in  your  industry  the  manufac- 
turers of  ax  handles  and  hoe  handles  and  such  tools? 

Mr.  Claisen.  We  left  them  out  of  our  definition.  They  go  in 
the  hardwood  industry,  but  almost  every  item  of  farm  equipment 
outside  of  the  hand  tools  you  have  mentioned  is  included  in  the  farm 
macliinery  industry. 

Wage  rates  have  risen  from  46.6  cents  an  hour  in  June  1933.  to 
60.1  cents  in  December  1934,  and  in  the  latter  month  were  higher 
than  in  1929.  "" 

The  number  employed  in  1932  was  one-third  of  normal.  Employ- 
ment is  now  85  percent  of  normal.  This  emplovment  ratio  of  85 
percent  has  been  achieved  while  production  har,  'been  only  65  per- 
cent of  normal. 

Of  course,  the  effect  of  that  is  that,  in  spite  of  the  fact  that  these 
rates  are  higher  per  hour  now  than  they  were  in  1929,  the  workers' 


earnings  are  less  than  they  were.  The  thing  these  men  are  most 
interested  in  is  what  is  in  their  pay  envelope.  That  is  why  I  have 
found  that  a  number  of  them  will  take  the  opportunity  to  work 
overtime,  so  they  may  increase  their  weekly  earnings,  which  they 
cannot  do  under  the  codes.  v^  j 

This  same  picture,  with  varying  details,  applies  to  all  coditied 
industries  in  accordance  with  their  ability  to  find  a  market  for  then- 
products.     Among  durable-goods  industries  this  is  an  exceptionally 

favorable  illustration.  -r^  ■    - 

Industry  has  cooperated  with  the  Government.  If  it  is  expected 
that  voluntary  codes  are  to  continue,  then  standards  for  their  oper- 
ation that  are  reasonable  and  fair  must  be  established. 

Every  limitation  on  wages  and  hours  has  a  direct  impact  on  the 
cost  of  farm  machinery  all  the  way  from  the  mine  and  forest  to 
the  gates  of  the  farmer's  yard. 

Gentlemen  of  the  committee,  I  submit  that  the  farmer-consumer 

f  of  industry  will  be  unable  to  understand  an  order  of  Government 

which  declares,  in  effect,  that,  while  he  works  through  the  daylight 

hours,  no  man  building  things  he  needs  shall  be  permitted  to  labor 

more  than  30  hours  a  week. 

I  agree  that  it  is  not  possible  to  measure  accuratelv  the  effect  on 
prices  of  a  one-third  increase  in  wage  rates.  In  our  industry,  how- 
ever, we  have  made  a  study  of  this  effect  and  find  that  approxi- 
mately : 

One  percent  increase  equals  one-third  of  1  percent  warehouse  cost; 

One  percent  material  increase  means  one-half  of  1  percent  ware- 
house cost.  . 

We  have  a  right  to  assume  that  this  proposed  legislation  will 
eventually  have  its  impact  on  all  items  of  direct  and  overhead  cost. 
It  is  not  too  wild  a  statement,  therefore,  to  point  out  that  increased 
labor  expenses  amounting  to  331/3  percent  will  be  reflected  in  prices 
to  farmers  for  their  needed  equipment  that  are  20  percent  in  excess 
of  the  present  level.  With  that  c-ondition  created,  I  repeat  that 
^  this  proposed  law  will  reduce  and  not  increase  man-hour  employ- 
ment. 

The  brightest  ray  of  hope  in  the  economic  situation  today  is  the 
gradual  improvement  in  agriculture  commodity  prices.  If  this 
trend  is  maintained,  we  are  definitely  on  our  way  out  of  the  depres- 
sion, the  reestablishment  of  a  market  that  has  been  dormant  for  the 
products  of  industry.    Why  put  a  brake  on  the  progress  we  need? 

Ever  since  N.  I.  R.  A.  was  enacted  much  has  been  said  about  its 
effect  on  small  industries.  The  reason  for  this  is  that  the  percentage 
of  displacement  and  of  recjuired  increases  in  labor  costs  has  been 
greater  for  small  industries  m  small  communities  than  for  large  ones. 
It  has  meant  a  greater  reduction  in  hours  and  a  greater  increase  in 
minimum  wage  rates. 

In  my  industry  with  715  separate  establishments  oyer  500  of  which 
employ  less  than  50  workers,  many  of  them  are  glorified  blacksmith 
shops.  In  fact,  the  genesis  of  the  farm  machinery  industry  was  the 
small-town  blacksmith  or  wagon  shop. 

The  day  of  the  industrial  pioneer  is  not  yet  over  unless  the  Gov- 
ernm,ent  so  decrees  with  this  kind  of  legislation. 
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t,h?^m?iw  T'^*'  %""  *'^'^''''»  ^^**"*'  ^^^  difference  in  situation  of 
the  smaller  communities  by  a  variation  in  minimum  waee  rates  hnt 
there  is  no  recognition  of  variation  in  small  industrialunits       ' 

ers  arrwfthin™  ?°'»'»"nity  of  2  300  people.  Nearly  all  the  work- 
ers are  withm  5  minutes  walk  of  the  factory  door.  Unlike  the  citv 
worker  who  may  spend  one-half  to  1  hour  each  way  from  home  S 
factory,  this  bill  talces  away  from  him  his  community  ad^anS 

Ihese  workers  have  not  yet  assimilated  the  40-hour  week  and  ^fen 
resent  the  bars  placed  on  increasing  their  earnings  ° 

I  want  to  refer  briefly  to  other  objections  to  this  legislation 
This  IS  not  technically  a  30-hour  bill.    With  the  liWatTon  of  6 

iZ^t  fZr""''  '"  P'-od".<=tion  ability  of  the  worker's  bound  to 
nave  its  effect  on  wage  earnings. 

zadon.'''^''Ahn?f'''''/.f  "'^"^1^^"  important  parts  of  factory  organi- 
zations.  Ability  of  the  moulder  to  earn  depends  on  niouldincr  tinp 
as  timetaken  for  pouring  of  hot  iron  has  vc^rv  little  varatlon" 

In  this  industry  6  hours  is  not  economic       * 

Paragraph  (b)  section  7  reads: 

mJk.^'?'fff?rP*'°!'  ''  Pf°I?^'"'  ^y  *he  same  token  the  one  way  to 
rv     mfn  tv'  •'  ^^  ^PPl^  'i  1°  ^^^  ^^^^'-'^  purchases  from  inks" 
^j,-    K^fi"-*'"'^, "!  1°"^  *^^  ^-•i**"''  5-day  weefc  is  untenable 
future  of  nVIT^a'^  ^°  '°^'  organization  and  administrat  on.     The 
tuture  of  N  I.  R.  A.  is  not  yet  determined.    We  do  know  this  and 
those  m  authority  will  not  deny  it,  that  the  continued  exTstence  and 
t^'^^TA^^^^  ^^P""^«  '''^  the  voluntary  cooperation  of  indus 
Seated  uuSS.P'P""'  '''^''"*""  ^''**  ^"'""*'^^  actLn  wilft 
For  tho.se  reasons  I  feel  that  we  are  following  the  loHc  of  thA 
situation  m  opposing  this  proposed  bill.    One  of  tlie  most  obiectinn 
able  features  IS  the  lack  of  flexibility.    For  example!  Ider  our  cod^ 
we  are  permitted  to  operate  10-percent  overtime  ^r  an  average  week 
of  40  hours  during  a  6-months  period.    The  reason  for  that  is  ev^ 
dent.    There  ^re  variations  m  the  demand  for  farm  machinery  caused 
by  climatic  conditions  and  other  conditions  that  could  not  be  forieen 
A  drought  in  one  district  or  unusual  weather  conditio^  in  anX; 

coS IrbrfoSL"^  '^"^"'^  '"'•  ^-l-P--*  °^  thatVnd^tS 
-.Jl-"^®  }^f^  °°*  ^^'^^  *h®  opportunity  of  working  the   lO-nerrpnf 

«h?r  rf  V  ^''■*°'''  IT'  °^  ""^  ^'°»"e'-  industries  would  not  haveteen 
able  to  take  care  of  that  demand,  which  was  unexoected  an!?  wi,;  t 
of  course,  under  the  conditions  ill  the  ind^tr^  they  weJe  anxiou  t 
take  care  of.    Small  industries  in  particular  won'Mnnf  f      w    * 
carry  on  and  produce  their  goods  if  Xy  are  heW  down  L  «  ^n  ^  ^° 
week.    In  these  small  communities  where  Lanv  aiZt     fu^T 

iTIi^d.'^''*'^  *^'  "P^"'^*^  ^'^«=ti«-^  'f  -«  enact  Igislatron'ol 


Senator  Hatch.  I  was  interested  in  what  a  witness  said  yesterday 
with  relation  to  your  particular  industry.  He  said  the  price  level 
had  been  maintained  and  is  about  the  same  now  as  it  was  in  1929. 

Mr.  Clausen.  That  is  not  true.  There  is  about  a  13-percent  re- 
duction below  1929. 

Senator  Hatch.  The  suggestion  was  that,  had  your  industry  low- 
ered prices  corresponding  to  the  prices  of  commodities  and  farm 
products,  and  gone  after  business,  you  could  have  kept  your  men  at 

work. 

Mr.  Clausen.  We  would  have  been  in  the  hands  of  receivers 
before  now.  Many  of  us  are,  anyway.  Only  two  concerns  in  1934 
showed  black  figures. 

Senator  Hatch.  That  could  not  have  been  done  ? 

Mr.  Clausen.  That  could  not  have  been  done. 

Senator  Hatch.  As  a  practical  business  man,  that  is  your  thought? 

Mr.  Clausen.  Yes. 

Senator  Austin.  Two  days  ago  we  put  into  the  record  a  report 
of  a  committee  of  the  Chamber  of  Commerce.  It  was  called  the 
"Shorter  Work  Week,  Department  of  Manufactures  Committee, 
Chamber  of  Commerce  of  the  United  States."  Did  you  have  to  do 
with  that  report? 

Mr.  Clausen.  I  was  a  member  of  the  committee  that  considered  it. 

Senator  Austin.  Do  you  consider  the  opinions  and  the  data  in 
that  report  are  accurate  at  the  present  time  ? 

Mr.  Clausen.  Yes.  The  report  was  gotten  out  in  December,  and 
there  is  no  change  in  the  situation  that  would  cause  me  to  disagree 
with  the  findings  that  we  made  at  that  time. 

Senator  Neely.  Thank  you,  Mr.  Clausen. 

STATEMENT  OF  HARRY  B.  RTTTLEDGE,  MANAGING  DIRECTOR 

NATIONAL  EDITORIAL  ASSOCIATION 

Senator  Neely.  You  may  state  your  name  and  whom  you  represent. 

Mr.  Run.EDGE.  INIy  name  is  Harry  B.  Rutledge.  I  am  managing 
director  of  the  National  Editorial  Association. 

Senator  Neely.  Proceed  in  your  own  way. 

Mr.  Rutledge.  I  am  secretary  of  the  Code  Authority  of  the 
Graphic  Arts  Code.  I  appear  before  this  committee  in  behalf  of 
the  National  Editorial  Association  and  its  membership  of  more  than 
5,000,  who  are  practically  unanimous  in  their  opposition  to  the 
provisions  of  the  Black  bill,  S.  87. 

In  our  code  for  the  industry  generally  we  have  the  40-hour  week, 
with  the  alternative  of  a  48-hour  maximum  under  certain  conditions. 
On  the  40-hour  basis  alone  a  reduction  in  hours  to  30  with  no  reduc- 
tion in  pay  would  increase  the  cost  of  operation  at  least  33i/^  percent. 

This  because  under  the  Graphic  Arts  Code  an  exception  is  made 
for  plants  in  which  newspapers  are  printed  and  they  are  allowed  a 
48-hour  week  under  certain  conditions.  Weekly  newspapers  may 
work  employees  more  than  8  hours  per  day  during  periods  of  regular 
variations  and  seasonal  swells  arising  from  the  publication  of  the 
paper  without  overtime  pay. 

These  exemptions  and  exceptions  were  granted  because  it  is  seldom 
possible  to  find  in  smal)  towns  a  surplus  of  skilled  printers,  pressmen, 
or  linotype  operators.     A  recent  survey  made  by  the  graphic  arts 
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coordinating  committee  shows  only  35  neropnt  nf  th^  * 

a  sufficient  number  of  «!kiIlpH  J^  2        Pf'**""  o*  *"«  towns  reporting 

a  30-hour  basis  workmen  to  o,,erate  the  local  plants  on 

tha' thr,"epirirmrfrom1h"r«  ■"  *^  """^'"^  ^^  ^^s  survey  was 
fro„.  the  Wan«  towns  wm,thr/°^"^''o*^  "'''''  ""^  ^^'y  ^^^^ 
Two-thirds  of  the  establish mpn/.  I.  "u  ^'"T  e-^tablishments. 
man  shons     Tbp  !v!!.f  fi  *^  "'  '"^  ^""le  State  are  1-  or  2- 

m.y  beXve'tJ:  aveTagteVe^'L^onrutl  I  '"''''K'''  '''■    ^^^^ 
at  Jeasf  nna  «3fofz.      TnT  ^  i>ation  but  I  know  it  is  correct  for 

the*  towns  ^'"^  ""■'  **^  unemployed  skilled  prS  in 

appliLC^t^'^.^t.jSai^wtLTanY  "T"'^'^'*'  ^''"'^'-  This 
front-office  VorkersWherrthpiL,^  T  ^'^1  ""  statistics  for  the 
ers  were  48,  the  reduction  of  8  L^r'     '^  ''"'"^  t*""  ""e^hanical  work- 

"'•^£:  ^^ht£  v9-"  orToZl^rtp^;,tnl-  «•  ^•' 

lem  tor  itet  h^ri  ef ^ZTthrT  '•^r'"^  co^-plicated  prob- 
entials  governed  bv  both  vo?u  1  nf  .^'- ''^"'^  '^T  "'''^'-  *''^  'I'ff-^'--' 
cities,  as  well  as  by  tKubHcatTon  If  n  ''  ""''  P°P"l«tion  of  the 
t«  place  the  entirrprinWfndn^tr^  1  Tr'  '"  ^^'  P'""*-  ""d 
try  to  ,nake  the  requ^^d  a^fins^^on^  "  i'!.  f -''""r-week  basis  and 
administration  i^no    make   i  uTt?Wv  T      '^  h^p'e'^-ly  confuse  code 

the  industry  into  a  cts''  ro^  whyirHoSd   '17'''''^  "'""^^ 
recover.  wmcn  it  would  require  years  to 

Authors  of  the  Granhic  Arfc  n^^^  u  t        i 

tional  p„.ss  "nhampeCrby1:;Sjon^tW  V  l-""-"'^  '"  ''  "»" 
papers  from  the  fair-trade-nractfcp^^^."  •  •  't/l'mmated  news- 
the  sale  of  graphic  arts  pS  \K  c^'  '"b^S"-/^  ^'"'-^  '^«"*«d 
or  periodical  must  meet  the  comnetidon  ^V}.  k-  VV""  "^^^fPaper 
commercial  printers  in  «  fL.,,;  "J  .  "^  *"*'  highly  spec  alized 

would  not  be  a  matte?  of  Si  n„  LT^'  '  t'  ?''"'"''  ^^orkmen.  it 
for  existence.  '"^  ''^''"''  '"^-     I*  ^""Id  be  a  fight 

woTSat  TowtZs^ort  Ckl*^  ^'"^"  "^^^P^^^-  *«  -cure 
pay  rt,ll  of  thesl  p%;^^s  „o™d  to  T?^"''^^t '»°"'«'  but  the 
volume  of  its  businesr    Thp  1  "  ^^'^  S""***  ^^t^nt  by  the 

higher  the  wage  it  can  Pav  and  fh    P/°"P*?''«  «   newspaperf  the 
work.    The  smaller  the  n?ant  7h    *^  /^'^ff  **>«  '>°"'-«  '*«  men  can 
tive  hours.     To  comS  a  11  newsniT"*"/  ^^^  °"'»»^'-  "*  nonprodue 
equal  hours  is  to  aXmp1\racticd'a"n''dT''"''^^-.:^^  "^'"'^ 
.nany  workers,  both  mechanicalTnd  front  offic^fhTr"^'^    ^o 
on  a  small  paper  are  much  nrpfproKiI  ?  \i?   2^'  *"*^,  .  "g^r  hours 
houi-s  in  the  large  estab^shml^t  tbp/K  ^  *^^  ^^'^^'^  '»?''  P-'essure 
Few  Industrie!  hayrSr^rtS"^"''''''- ''"''•  *""  '=«'"'»«'-"al- 
of  operation  on  to  its  patrlnsTan  l^^'^smal/'town^np""'''''""^  "T'' 
vancmg  advertising  rates   durimr  s„nl.  ''"""'■.^^y"  newspaper.    Ad- 

4  yea.^,  means  onlf  a  diminXd  ad vlVtls  n  "r^  '''  *'^\*  "^  *«  '««* 
percentage  of  publishers  Sd  these  if  fTv?''^"'^";-  ^  T.^V  '^"'«U 
creased  subscription  rates  since  1929  m/„  J  ^  sections)  have  in- 
their  rates.  Especially  is  thF«  true  in  to""""!.^"''^  ^^'^  ^  J^^^r 
of  the  Midwest  and  Southwest  drought-ravaged  regions 
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In  the  survey  referred  to  in  a  preceding  paragraph,  only  6.7  per- 
cent of  those  answering  expressed  the  belief  that  increased  cost  of 
production  might  be  passed  on  to  the  customer.  The  survey  ques- 
tioned publishers  and  pninters  regarding  a  proposed  10-percent 
decrease  in  hours.  Had  it  proposed  a  30-hour  week,  the  assenting 
percent  would  evidently  have  been  close  to  zero. 

Because  of  the  fact  that  the  Graphic  Arts  Code  makes  no  attempt 
to  check  small  newspaper  incomes  with  accuracy,  figures  are  not 
available  to  show  how  they  have  been  affected  *^by  the  N.  K.  A. 
Several  State  field  managers  report  gains  in  newspaper  incomes  for 
1934,  but  these  are  the  result  of  so  many  factors  it  is  impossible 
to  dissect  them.  In  the  South  and  West  the  A.  A.  A.  was  respon- 
sible directly  for  many  papers  being  able  to  keep  their  he^ds  above 
water.  P.  W.  A.  projects  have  added  much  to  the  local  income 
in  other  sections. 

Where  there  are  no  large  industrial  groups  with  steady  incomes 
newspaper  finances  are  subject  to  extreme  fluctuation.  A  30-hour 
week  under  these  conditions  means  smaller  and  poorer  newspapers, 
with  closing  their  office  doors  their  only  alternative. 

These  small-town  publishers  have  done  more  than  their  full  share 
in  assisting  State  and  National  Government  in  every  possible  way 
to  restore  prosperity  to  the  country.  Most  of  them  did  it  at  a  loss 
on  every  issue  for  several  years.  Decreasing  volume  of  business 
and  local  bank  failures  exhausted  their  resources,  and  there  were 
many  failures.  One  large  dealer  in  newspapers  supplies  and  mate- 
rials reported  that  between  60  and  80  percent  of  their  customers  in 
a  territory  covering  many  States  were,  in  1933,  on  the  c.  o.  d.  list. 
They  have,  as  a  whole,  recovered  but  a  small  degree  of  their  former 
credit  standing.  I  have  many  such  trade  reports  to  confirm  my 
belief  that  in  the  small  towns  a  30-hour  week  will  throw  more 
men  out  of  employment  than  it  can  possibly  assist  in  our  industry. 
Not  only  employees  but  employers  themselves  will  be  out  of  work. 
Here  we  have  a  small  newspaper  employing  three  men  in  the 
mechanical  department  on  a  40-hour- week  basis.  These  men  are  a 
linotype  operator,  a  compositor  or  floor  man,  and  a  pressman.  Three 
quite  different  trades  or  classifications  and  on  different  wage  scales. 
A  30-hour  week  means  s  x  men  working  20  hours  each  to  produce  the 
same  volume  of  output,  at  a  greatly  increased  cost  to  tlie  employer. 
None  of  the  six  reoei^ving  a  living  wage — ^and  each  will  quit  at  the 
first  opportunity  for  a  full-time  job.  That  is  conceding  that  an 
employer  can  induce  these  extra  men  to  move  their  families  to  a 
perhaps  distant  town  for  20  hours  of  work. 

Wages  are  the  largest  item  of  operation  in  every  small  newspaper 
plant — the  one  that  must  be  met  every  Saturday.  Sale  of  newspaper 
products  is  very  largely  a  local  matter  and  governed  by  local  finan- 
cial conditions.  Prosperity  in  an  adjoining  city  or  a  neighboring 
State  merely  serves  to  entice  from  the  poorer  section  the  more  skilled 
workers.  Most  country  newspaper  publishers  spend  their  lives  train- 
ing workers  for  the  larger  towns  and  cities.  At  the  very  best,  with 
minimum  wages  an^,  maximum  hours,  their  handicap  is  a  heavy  one. 
Thev  cannot  meet  the  wages  and  hours  of  the  cities,  and  they  should 
not  be  asked  to  even  attempt  it. 

In  the  value  of  their  plants,  in  the  number  of  their  employees,  in 
the  volume  of  wages  paid,  these  small-town  papers  may  not  assume 
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great  magnitude  in  the  grand  total  for  the  graphic-arts  industry. 
However,  they  do  have  a  very  important  part  to  play  in  the  life 
work  of  this  Nation,  and  they  should  have  tuU  consideration  in  the 
making  of  any  and  all  laws  that  so  vitally  affect  their  future  finan- 
cial status,  and  the  effectiveness  of  their  publications  as  factors  for 
the  social  and  economic  welfare  of  their  various  communities. 

There  is  not  time  to  go  into  a  detailed  explanation  as  to  why  the 
smaller  establishments  have  not  benefited  under  the  N.  K.  A.  and 
the  code  to  an  appreciable  extent.  It  is  chiefly  because  of  the  in- 
creased unit  cost  of  production,  their  inability  to  increase  prices  for 
their  products,  and  their  difficulty  in  meeting  out-of-State  competi- 
tion, which  certain  code  provisions  have  fostered.  With  both  large 
and  small  towns  on  a  30-hour-week  basis,  the  same  handicap  con- 
tinues. Further  increases  in  cost  production  can  only  mean  im- 
mediate ruin  for  many  publishers. 

The  Black  bill  says,  m  part: 

Whereas  private  business  has  not  been  able,  and  is  not  now  able,  to  give 
jobs  to  those  who  need  them,  on  past  or  existing  hours  of  labor. 

It  might  well  have  gone  on  and  added,  "And  never  will  be  able 
to  give  ]obs  to  those  who  need  them,  on  the  basis  of  any  future  law- 
made  hour  schedules." 

Shorter  hours  will  come  in  the  course  of  time  but  only  as  a  re- 
sult of  proportionate  increases  in  volume  of  consumption,  higher 
prices,  improved  machinery,  and  better  business  methods.  Enforced 
shorter  hours  at  this  time  simply  means  that  the  patient  will  die 
before  the  doctor  arrives. 

In  addition,  I  might  make  this  further  statement,  that  a  survey 
was  made  in  our  own  particular  branch  of  the  industry,  on  August 
1,  1933,  of  a  cross  section  of  1,734  establishments  scattered  through- 
out the  country,  which  showed  that  they  worked  during  the  year 
1932  and  the  first  6  months  of  1933  43.4  hours  per  employee  per 
establishment;  and  on  that  basis  we  were  still  employing  on  August 
1,  1933,  at  the  time  the  President's  reemployment  agreement  went 
into  effect,  96.4  percent  of  the  total  number  of  employees  in  our 
division  of  the  industry. 

I  have  already  stressed  the  fact  that  under  the  code  of  our  par- 
ticular industry  the  small-town  newspapers  are  allowed  a  48-hour- 
week  maximum,  rather  than  the  general  40-hour  period,  which  the 
code  allows  or  provides  as  a  whole  for  the  metropolitan  centers. 
That  applies  to  our  mechanical  workers.  There- is  no  limitation  in 
hours  to  nonmechanical  workers  employed  in  our  industry,  and  they 
are  minor  in  comparison  with  mechanical  workers. 

Senator  Hatch.  There  are  no  restrictions  on  the  nonmechanical 
workers  ? 

Mr.  RuTLEDGE.  Not  in  our  division. 

Senator  Neely.  Are  there  any  questions?  If  not,  we  thank  you, 
Mr.  Rutledge. 

The  subcommittee  will  adjourn  until  tomorrow  at  10 :  30. 

(Whereupon,  at  4  p.  m.  the  subcommittee  adjourned  until  the 
following  day,  Saturday,  Feb.  16,  1935,  at  10  a.  m.) 
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FEBRTTARY  16,  1935 

United  States  Senate, 
subcx)mmittee  of  the  committee  on  the  judiciart, 

Washington^  D.  C. 

The  subcommittee  met,  pursuant  to  adjournment,  in  the  committee 
room,    Capitol,   at   10    a.   m.,    Senator   M.    M.    Neely    (chairman) 
presiding. 
yy      Present:  Senators  Neely  (chairman),  Hatch,  and  Austin. 

Senator  Neely.  Mr.  Peterson,  you  may  proceed. 

STATEMENT  OP  RIVEBS  PETERSON  ON  BEHALF  OP  THE 
RETAILERS'  NATIONAL  COTTNCIL 

Mr.  Peterson.  Mr.  Chairman  and  gentlemen,  I  am  connected  with 
the  National  Retail  Hardware  Association,  an  organization  of  20,000 
hardware  retailers,  in  the  capacity  of  editor  of  its  publication.  This 
is  the  first  experience  I  have  had  in  testimony  of  this  kind  appearing 
before  any  congressional  group. 

In  the  first  place,  I  want  to  thank  you  gentlemen  for  your  con- 
sideration in  permitting  us  to  present  our  views.  While  there  is  a 
very  wide-spread  and  deep  interest  on  the  part  of  dealers  in  this 
subject,  I  am  addressing  you  now  on  behalf  of  the  Retailers'  Na- 
tional Council,  which  is  an  organization  composed  of  12  national 
retail  trade  associations,  representing  over  200,000  retail  stores  lo- 
cated in  every  State  in  the  Union,  with  an  annual  volume  of  business 
'^  in  excess  of  $10,000,000,000. 

This  group  is  in  sympathy  with  all  general  movements  for  the  im- 
provement of  economic  conditions  and  for  business  recovery.  Our 
own  well-being  is  dependent  upon  wide-spread  employment  and  upon 
adequate  consumer  purchasing  power,  so  that  naturally  any  move 
that  tends  toward  that  is  in  our  interest.  We  do  not  feel  that  the 
Black  bill  offers  a  sound  method  of  advancing  our  economic  progress. 
We  feel  that  the  provisions  are  too  drastic  and  too  inelastic  and  that 
if  adopted  they  are  going  to  work  a  great  hardship,  not  only  on  the 
trade  but  upon  the  consumer. 

There  are  certain  specific  bad  effects  which  we  believe  the  bill  will 
have.  We  feel  certain,  in  the  first  place,  that  the  passage  of  this  bill 
is  going  to  result  in  increasing  the  cost  of  merchandise  by  at  least 
25  percent.  If  we  are  governed  by  the  history  of  what  happened 
with  the  passage  of  the  Industrial  Recovery  Act,  that  advance  in 
price  is  probably  going  to  take  place  before  there  is  any  increased 
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movement  as  a  result  of  the  30-hoiir  bill.  We  know  that  very 
definitely  happened  under  the  Recovery  Act. 

That  cost  of  25  percent,  or  more  if  it  happens  to  be,  is  not  going 
to  be  absorbed  by  the  trade.  They  could  not  absorb  it  if  they  wanted 
to.  They  have  not  either  the  reserves  or  the  profits  that  would  permit 
them  to  absorb  it.  So  they  are  necessarily  going  to  pass  this 
increased  cost  on  to  the  consumer;  and  since  a  large  part  of  that 
merchandise  is  purchased  by  the  farming  trade,  we  think  perhaps  it 
would  fall  especially  heavy  on  them. 

The  following  are  examples  of  typical  items  of  food,  clothing,  and 
home  furnishings  in  the  typical  budget  of  the  industrial  worker's 
and  farmer's  family,  to  illustrate  how  an  average  25-percent  increase 
probably  would  affect  these  important  items : 

Coflfee  (no.  4  Santos)  now  selling  for  19  (t»ntJ<  will  sell  for  28  cents. 

Rice  mm'  selling  for  7  cents  will  sell  for  9  cents. 

Macnroni  now  selling  for  9  cents  will  sell  for  12  cents. 

Butter  now  selling  for  40  cents  will  sell  for  49  ct  nt». 

Round  steak  now  selling  for  24  cents  will  sell  for  .SO  cents. 

Standard-i^ackage  breakfast  food  n(»w  selling  for  9  cents  will  sell  for  12  cents. 

Overalls  now  selling  for  $1.29  will  sell  for  $1.a"5. 

A  work  shirt  now  selling  for  75  cents  will  sell  for  9S  cents. 

Work  trousers  now  selling  for  $2.9S  will  sell  f<>r  .$.S.79. 

Work  socks  now  selling  for  19  cents  will  sf»ll  for  25  cents. 

Men's  work  shoes  now  selling  for  $2.50  will  sell  for  $8.79. 

Canvas  gloves  now  selling  for  20  cents  will  sell  for  25  cents. 

Comforters  now  selling  for  $2.98  will  sell  for  $3.79. 

Mattresses  now  selling  for  .$8.95  will  sell  for  $11.95. 

Metal  bedsteads  now  selling  for  $8  Avill  sell  for  $10. 

Curtains  now  sel-Hng  for  ^1  will  «eU  for  $1.29. 

The  result,  as  we  view  it,  is  that  the  consuming  public  will  be 
i*equired  to  pay  at  least  25  percent  more  for  merchandise  than  it  does 
at  the  present  time,  and  we  doubt  the  ability  or  the  willingness  of 
the  consumer  to  buy  as  many  things  as  he  is  buying  now^  at  higher 
level  of  prices.  At  the  same  time,  the  thing  we  need  most  now  is 
to  place  the  consumer  in  a  position  whei-e  he  can  buy  more  than  he 
is  buying  at  present. 

There  is  also  the  strong  likelihood  that  quality  will  be  lowered  so 
that  goods  may  be  sold  at  or  near  present  price  levels. 

Increased  prices  will  not  only  result  in  reduced  sales,  but  also  in 
restricted  credit  for  retailers  and  reduced  stocks  which  in  turn  will 
tend  to  reduce  the  opportunities  for  sales  to  consumers.  Retailers' 
shelves  will  be  stocked  with  fewer  goods,  of  poorer  qualities  and  at 
higher  prices.  The  whole  economic  effect  of  the  bill  will  therefore 
be  disorganizing  and  demoralizing. 

It  is  assumed  that  present  money  wages  are  to  be  maintained. 
That  is  a  condition  of  the  bill.  The  increase  in  costs  of  consumers' 
goods  would  therefore  have  the  effect  of  reducing  the  purchasing 
power,  or  real  wages,  of  all  present  employees  to  an  extent  of  at 
least  20  percent.  Thus,  in  an  attempt  to  secure  more  or  less  reem- 
ployment of  the  10  million  workers  unemployed — a  doubtful  hope — 
the  thirty-odd  million  people  now  employed  will  be  required  to  take 
a  reduction  in  real  wages  of  upwards  of  20  percent. 

Fixing  the  money  wages  at  present  rates,  while  cutting  the  hours 
of  work,  will  amount  to  the  same  thing  as  establishing  new  and 
minimum  wage  rates.  One  of  the  inevitable  results  of  such  statu- 
tory action  will  be  to  freeze  all  weekly  incomes  at  this  new  arbitrary 


level.     The  minimum  rates  will  become  the  maximmn  rates.     Thus 
higher-grade  employees  will  be  penalized  under  this  system. 

As  already  pointed  out,  the  bill  provides  no  elasticity  for  meeting 
the  Avidely  Varying  conditions  of  industry  and  trade.  There  are 
probably  wider  variations  in  hours  of  operation,  as  well  as  hours  of 
work,  in  the  retail  trades  in  this  country  than  in  any  other  important 
industry.  These  conditions  have  been  modified  considerably  by  the 
N.  R.  A.  The  retail  codes  have  made  provision  for  various  work- 
weeks of  from  40,  44,  48,  to  56  hours  and  at  the  same  time  they  have 
provided  for  a  number  of  conditions  and  exemptions  in  which  addi- 
tional hours  of  certain  classes  of  workers  are  needed  in  the  retail 
trades.  The  Black  bill  ])rovides  no  elasticity  whatever.  It  dras- 
tically requires  the  adoption  of  a  30-hour  work  week  without  re- 
gard'to  the  wide  differences  in  trading  habits  found  throughout 
the  country  or  to  the  wide  differences  necessary  among  the  various 
trades  and  among  stores  differently  situated  among  the  various 
trades. 

It  will  be  very  difficult,  if  not  indeed  impossible,  to  enforce  a  law 
such  as  provided  for  in  the  Black  bill.  There  are  over  1,500,000  re- 
tail establishments  in  which  approximately  6,000,000  people  are  en- 
gaged. Excepting  proprietors  and  employers,  there  is  an  average  of 
less  than  three  employees  per  establishment.  Retailing  is  preem- 
inently a  business  carried  on  in  small  establishments.  Any  attempt 
to  enforce  such  drastic  regulations  of  employment  as  provided  for 
in  this  bill  will  require  an  enormous  supervisory  and  prosecuting 
organization.  Attempted  enforcement  will  probably  result  in  a  situ- 
atum  similar  to  that  which  developed  under  the  eighteenth  amend- 
ment, a  provision  which  failed  largely  because  of  the  widespread 
difficulty  of  enforcement. 

The  difficulties  of  application  of  the  provisions  of  the  Black  bill 
to  the  retail  trade  are  insuperable.  The  purpose  of  the  bill  is  to 
increase  employment.  It  may  be  possible  that  this  purpose  can  be 
effected  in  industries  and  concerns  where  extra  shifts  may  be  added. 
The  possibility  of  the  employment  of  extra  shifts  in  large  retail 
establishments'^  is  very  limited^  but  in  medium-  and  small-size  stores 
it  is  next  to  impossible.  The  measure,  if  enacted,  will  add  little  to 
employment  but  will  materially  add  to  the  difficulties  of  manage- 
ment, as  well  as  of  expenses,  aniong  small  employers. 

In  many  lines  of  merchandising,  such  as  home  furnishings,  furni- 
ture, music,  and  so  on,  retail  salespeople  must  frequently  spend  long 
periods  of  time  with  customers  in  order  to  make  a  single  sale. 
Indeed,  in  some  cases  they  must  spend  more  time  than  permitted 
for  a  single  day's  work  under  this  bill.  So  far  as  retailing  is  con- 
cerned, the  bilf  will  not  acc(,mplish  what  it  is  supposed  to  do.  It 
will  merely  add  greatly  to  the  costs  of  retailing  without  yielding  any 
important  degree  of  reemployment  or  other  social  benefits. 

The  result  of  any  effort  to  apply  and  enforce  upon  the  retail  trades 
of  the  country  the  provisions  contained  in  the  Black  bill  would  force 
out  of  business  many  retailers  who  are  now  barely  able  to  meet  their 
pay  rolls  and  other  expenses  and  continue  in  business.  Any  addi- 
tional burdens,  such  as  this  bill  would  add,  would  drive  great  num- 
bers of  such  retailers  over  the  brink.  An  increase  in  the  failure 
rate  of  retail  establishments  would  obviously  throw  an  increasing 
number  of  employees  out  of  work.    Such  unemployment  would  prob- 
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ably  counterbalance  any  increase  in  employment  among  concerns 
still  able  to  continue  under  its  provisicms. 

In  conclusion,  there  is  no  proof  that  the  adoi:)tion  of  a  30-hour 
work  week  will  solve  the  present  general  problem  of  unemployment. 
It  may  be  seriously  doubted,  even  if  the  SO-hour  work  week  were  to 
be  adopted,  that '^enough  production  could  be  secured  under  its 
operation  to  provide  a  decent  standard  of  living  for  the  masses  of 
l)eople  of  the  country.  It  must  be  recalled  that  back  in  the  1920's, 
even  under  the  most  prosperous  conditions  ever  known,  the  total  pro- 
duction of  consumer  goods,  with  all  workers  employed  50  hours  or 
more  per  week,  was  never  sufficient  to  give  a  liberal  standard  of  liv- 
ing to  the  masses  of  the  people.  This  bill  proposes  an  experiment 
with  the  lives  and  resources  of  business  without  a  single  guaranty 
of  success  and  with  a  high  probability  of  failure. 

Ketailing  is  a  branch  of  the  distribution  of  goods.  Retailing  is 
responsible  for  all  sales  to  consumers.  When  the  people  buy  and 
consume  more  goods  business  improvement  follows.  The  return  of 
business  prosperity  is  dej^endent  upon  increased  sales.  Anything 
tending  to  make  retailing  easier  and  simpler  will  make  it  easier  and 
simpler  for  the  customer  to  buy.  As  a  result  an  increasing  volume- 
of  goods  will  find  the  way  to  consumers.  On  the  contrary,  anything 
tending  to  restrict  or  hamper  distribution  will  make  selling  more 
difficult,  and  this  will  reduce  the  volume  of  goods  that  will  find  their 
way  to  consumers.  This  will  mean  a  slowing  up  of  business  recovery. 
It  IS  essential  not  only  to  retailing  but  to  all  business,  then,  to  make 
it  easy  to  pass  goods  on  to  consumers. 

We  respectfully  urge  that  the  Black  bill  is  not  only  unnecessary, 
but  also  destructive  and  mischievous.    We  earnestly  request  that  it 

be  disapproved. 

Senator  Austin.  I  am  not  clear  about  your  group.  Does  it  go 
outside  of  the  retail  hardware  business? 

Mr.  Peterson.  Oh,  yes.  The  Retailers'  National  Counsel  for 
which  I  speak  is  composed  of  the  following  organizations :  National 
Retail  Hardware  Association,  National  Retail  Furniture  Associa- 
tion, National  Association  of  Retail  Druggists,  National  Association 
of  Retail  Grocers,  American  National  Retail  Jewelers'  Association, 
National  Association  of  Retail  Clothiers  and  Furnishers,  National 
Retail  Dry  Goods  Association,  Limited  Price  Variety  Stores  As- 
sociation, Mail  Order  Association  of  America,  National  Retail  As- 
sociation of  Music  Merchants,  National  Council  of  Shoe  Retailers, 
National  Shoe  Retailers  Association. 

These  12  national  retail  trade  associations  represent  more  than 
200,000  retail  outlets. 

Senator  Austin.  You  spoke  of  a  publication. 

Mr.  Peterson.  I  referred  to  the  Hardware  Record.  I  was  simply 
telling  you  what  I  did.  It  is  my  job  to  edit  that  publication.  Ap- 
pearing here  before  this  committee  is  foreign  to  any  work  I  have 
ever  done  before. 

Senator  Hatch.  I  was  not  here  earlier  at  this  session  and  I  da 
not  wish  to  ask  the  witness  to  go  over  what  he  has  probably  covered. 
It  is  not  the  thought  of  the  retailers  that  this  bill  itself  limits  them 
in  their  employment  of  labor,  is  it? 

Mr.  Peterson.  Yes.     Does  it  not  contemplate  that? 


Senator  Hatch.  Do  you  think  it  does,  Mr.  Chairman?  My  opin- 
ion was  that  it  did  not  cover  retailing. 

Mr.  Peterson.  I  understand  that  the  bill  applies  to  all  workers 
with  perhaps  the  exception  of  farm  labor  and  domestic  labor. 

Senator  Hatch.  It  says,  as  I  recall  it,  that  no  article  shall  be 
shipped  in  interstate  commerce  produced  or  manufactured  where 
labor  has  been  employed  more  than  6  hours  a  day.  I  was  just  ask- 
ing you  for  your  thought  on  it.  You  have  studied  the  bill  probably 
with  that  thought  in  mind  ? 

Mr.  Peti:rson.  Yes.    I  think  they  used  the  same  words  that  they 
use  in  the  National  Industrial  Recovery  Act  of,  in,  or  affecting  inter 
state  commerce. 

Senator  Hatch.  I  will  look  into  the  bill  myself  with  that  thought 

in  mind. 

Mr.  Peterson.  We  at  least  construe  it  to  mean  that,  and  I  think 
the  Connery  bill  has  the  same  language.  We  were  told  that  it  was 
necessary  for  us  to  establish  codes  in  the  retail  field  under  this  same 
act,  and  we  just  assumed  that  this  Black  bill  w^ould  apply  to  all 

trade  and  industry. 

Senator  Austin.  The  fact  that  you  are  under  a  code  automatically 
brings  you  under  this  bill,  does  it  not,  by  section  4  (a),  which  pro- 
vides that^ — 

On  and  after  the  date  this  act  takes  effect,  every  code  of  fair  competition, 
apreemont,  and  license,  approved,  prescribed,  or  issued  under  title  I  of  the 
National  Industrial  Uecovery  Act  shall  contain  a  condition  that  the  employers 
covered  by  such  code,  agreement,  or  license  sliall  not  employ  any  person,  except 
officers,  executives,  and  superintendents  and  their  personal  and  immediate 
clerical  assistants,  more  than  5  days  in  any  week  or  more  than  6  hours  in 
any  day. 

So  you  have  to  be  under  a  code. 

Mr.  Peterson.  We  are  under  one. 

Senator  Austin.  And  whether  you  come  within  the  description 
of  articles  that  are  made  by  section  2  of  the  bill,  you  are  indicted 
just  exactly  the  same  as  those  who  are  under  section  2  of  the  act. 

Mr.  Peterson.  Yes,  sir. 

STATEMENT  OF  W.  JETT  LATICK,  WASHINGTON,  D.  C. 

Senator  Neely.  Mr.  Lauck,  will  you  please  state  your  full  name? 

Mr.  Lauck.  My  name  is  W.  Jett  Lauck.  My  address  is  227  Mills 
Building,  Washington,  D.  C. 

I  have  been  asked  by  President  Green  of  the  American  Federation 
of  Labor  to  come  before  your  committee  today  for  the  purpose  of 
examining  as  well  as  I  could  critically,  but  constructively,  the  rea- 
soning advanced  before  the  committee  bv  Dr.  Harold  G.  Moulton, 
head  of  the  Brookings  Institution,  and  his  conclusion  as  to  the  mi- 
practicability  and  unacceptability  of  the  pending  bill  as  a  measure 
for  stimulating  recovery. 

Before  going  into  that,  which  is  more  or  less  of  a  technical  dis- 
cussion, in  going  over*the  records  there  are  certain  general  conclu- 
sions that  I  would  like  to  present  to  the  committee  and  which  have 
a  bearing  on  this  point. 

[n  attempting  to  prepare  to  appear  before  you,  I  have  examined 
a  portion  of  the  record  before  your  committee,  both  of  these  hear- 
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ings  and  those  of  2  years  ago.  Some  of  the  latter  testimony  I  had 
the  privilege  of  hearing,  and  all  of  the  testimony  before  the  House 
committee  in  1933.  In  this  connection,  several  fundamental  aspects 
ot  these  and  previous  hearings  impressed  me  greatly;  especiallv  as 
the  result  ot  experience  with  cases  involving  a  reduction  in  working 
hours  during  the  past  20  years. 

In  the  first  place,  the  historical  background  of  such  cases,  as  far 
as  tlie  testimony  of  the  opponents  of  changes  are  concerned,  has  been 
practically  the  same  ever  since  the  industrial  revolution  of  150  yeans 
ago.  Reduction  in  hours  have  been  viewed  with  apprehension  be- 
cause they  were  declared  to  be  impractical  of  adoption,  would  raise 
prices,  reduce  living  standards,  and  would  be  financially  destructive 
even  to  the  extent  of  throwing  industry  into  bankruptcy.  There 
has  been  no  deviation.  It  is  the  same  now  before  this  committee  as 
it  was  in  the  attack  on  the  Adamson  8-hour  law  on  the  railroads  in 
191C;  the  reduction  of  hours  in  the  steel  industry  from  72  and  84 
to  48  per  week  after  the  war;  the  opposition  to  reduced  maximum 
\vork-weeks  at  N.  R.  A.  hearings.  And  yet,  all  these  previous  reduc- 
tions  in  liours  have  been  applied  in  practice  without  additional  costs 
and  with  great  advantage  to  industiy  and  its  employees. 

The  strategy  of  the  opposition  for  150  vears  seems  to  have  been 
the  same— to  so  becloud  the  discussion  witli  technical  objections  and 
dire  prophecies  of  disaster,  as  to  conceal  the  fundamental  principles 
and  objectives  involved. 

In  the  second  place,  the  conviction  has  come  to  me  that  we  should 
constantly  bear  in  mind  that  economics  is  not  an  exact  science  like 
physics,  chemistry,  and  mathematics.  Although  I  have  not  been  in 
academic  life  for  30  years,  I  am  inclined  t-o  believe  that  there  is  no 
science  of  economics— a  person's  conception  of  economics,  and  his 
economic  reasoning  are  primarily  conditioned  upon  his  moralities, 
his  ethics,  and  his  attitude  toward  human  welfare.  At  any  rate,  the 
science  of  economics  is  not  sufficiently  exact  as  to  permit  any  accu- 
rate predictions  as  to  the  future.  It  has  to  do  with  tendencies  and 
inany  factors  are  constantly  entering  in  to  modify  tendencies.  Con- 
ditions change  rapidly.  Facts  gathered  in  one  economic  era  cannot 
be  used  to  predict  what  will  happen  in  the  future.  Fundamental 
tendencies  and  })olicies  may  suddenly  change. 

It  would  be  a  futile  exercise  in  mental  gymnastics,  for  instance, 
to  use  the  statistics  of  1929  to  make  a  prediction  as  to  the  effect  of 
the  application  of  the  30-hour  week  in  the  years  1935  or  1936.  All 
economic  tendencies,  policies,  and  objectives  are  changing.  The 
facts  of  1929  and  the  reasoning  thereon  would  be  without  any  sig- 
nificance. 

Yesterday  I  read  in  your  record  expert  testimony  to  the  effect 
that  the  productive  efficiency  of  industry  had  increased  less  than  49 
percent  in  the  10-year  period  prior  to  1929,  and  weekly  hours  of 
work  decreased  only  13  percent.  Hence,  it  was  held  that  the  30- 
hour  week  could  not  be  adopted  by  industry  because  it  would  lower 
standards  of  living,  raise  prices,  and  produce  an  industrial  crisis. 
And  then  in  this  connection,  I  recalled  that  recently  at  an  N.  R.  A. 
hearing,  Mr.  Ralph  Flanders,  of  the  Jones  &  Lampsen  Co.,  machine- 
tool  manufacturers,  former  president  of  the  American  Society  of 
Mechanical  Engineers,  member  of  the  N.  R.  A.  Industrial  Advisory 
Board,  and  one  of  the  foremost  men  in  his  profession,  declared,  that 


the  shelves  of  mechanical  engineers  and  technicians  were  filled  with 
detailed  blueprints  of  new  machines  and  inventions,  ready  to  be 
taken  down  and  manufactured  as  soon  as  conditions  would  i^ermit — 
and  that  the  industrial  world  was  standing  on  the  threshold  of  gains 
in  production  efficiency  and  labor-saving  devices  before  undreamed 
of. 

In  this  connection,  I  also  recalled  the  recent  findings  of  the 
N.  R.  A.  investigation  as  to  technological  advances  made  by  the 
automobile  industry — how  the  labor  costs  of  production  of  an  auto- 
mobile door  had  been  reduced  from  $4  in  1929  to  15  cents  in  1935; 
a  body  frame  from  $3  in  1929  to  35  cents  today;  how  a  new  inspec- 
tion machine  now  does  the  work  formerly  required  of  20  men;  how 
only  19  men  now  are  required  to  do  the  work  of  300  men  on  8- 
cylinder  motor  blocks ;  how^  a  50-percent  labor  saving  is  expected  by 
the  use  of  an  automatic  hydraulic  vulcanizing  machine,  and  so  forth. 

In  the  lifjht  of  this  and  similar  testimony,  how  can  anyone,  on 
the  basis  of  predepression  industrial  performance,  predict  that  the 
adoption  of  the  3()-hour  week  would  be  attended  by  reduced  effi- 
ciency of  labor,  higher  operating  costs,  and  smaller  output  (  On 
the  contrary,  if  one  fact  seems  certain  as  to  the  future,  it  is  that 
while  we  cannot  accurately  predict,  we  can  safely  gamble  on  the 
fact  that  we  are  on  the  verge  of  unprecedented  gains  in  industrial 
output,  and  savings  in  labor  costs,  which  would  insure  the  success 
of  a  30-hour  work-week. 

In  the  fourth  place,  it  is  my  conviction  that  this  committee  is 
standing  today  where  tlie  N.  R.  A.  code  authorities  stood  a  year 
ago,  when  they  were  urged  by  President  Roosevelt  to  put  aside 
profits,  and  place  main  emphasis  in  policy  upon  advances  in  rates 
of  pay  and  reductions  in  hours  so  as  to  accelerate  economic  recovery. 

The  code  authorities  in  their  search  for  profits  refused  to  take 
this  advice.  As  a  consequence,  the  performance  of  the  N.  R.  A.  as 
a  recovery  agency  during  the  past  year  has  been  negligible. 

Finally,  it  should  be  borne  in  mind,  it  seems  to  me,  that  there  is 
no  hope  for  economic  recovery  today  with  the  exception  of  the  30- 
hour  week.  All  other  measures  are  palliative  or  sustaining,  and 
embody  no  hope  of  economic  revival  and  reform. 

The  30-hour  week  is  not  a  dangerous  industrial  proposal;  no 
collapse  could  result  from  its  adoption ;  on  the  contrary,  in  my  opin- 
ion, it  would  save  the  country,  make  possible  a  more  liberal  capi- 
talism, and  vastly  improve  the  living  standards  of  the  great  mass  of 
our  people — the  group  which  need  the  greatest  help. 

The  adoption  of  the  30-hour  week  would  increase  wage  payments 
or  mass  purchasing  power  at  least  5  billion  dollars  annually.  It 
would  take  5  million  men  from  the  relief  rolls  at  the  outset.  Even 
if  it  increased  prices  in  the  beginning  25  percent,  the  advance  in  cost 
of  living  would  be  offset  by  reduced  taxes  (and  taxes  are  a  part  of 
the  cost  of  living),  for  by  taking  5  million  men  off  of  the  rolls  of 
the  Relief  Administration,  it  would  save  relief  payments  to  the 
aggregate  amount  of  11^  to  2  billion  dollars. 

Even  if  the  increased  wage  payments  made  necessary  by  the  30- 
hoiir  week  were  carried  entirely  into  prices,  it  would  increase  prices 
only  a  fraction  of  the  increase  in  purchasing  power. 

Even  the  threat  of  increased  prices  caused  by  the  adoption  of  the 
30-hour  week  w^ould  increase  burin<^  power  tremendously. 
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Moreover,  the  saving  in  relief  payments  of  2  billion  dollars  a 
year  would  not  only  reduce  taxes  and  cost  of  living,  but  would 
also  strengthen  the  fiscal  condition  of  the  Treasury  and  improve 
Government  credit. 

After  a  short  time,  as  has  been  the  previous  experience  in  reduc- 
tion of  hours,  increased  productive  efficiency  of  industry  would  be 
rapidly  felt  and  unit  costs  and  prices  reduced. 

Because  of  these  fundamental  reasons,  it  seems  to  me  that  noth- 
ing can  be  lost  but  everything  gained  by  the  adoption  of  the  30-hour 
week. 

But  to  return  to  my  formal  presentation,  as  to  the  testimony 
regarding  which  I  was  particularly  instructed  to  direct  what  I 
had  to  say  to  the  committee,  I  wish  to  say  in  the  beginning  that  we 
have  no  criticism  to  offer  as  to  the  basic  facts  submitted  by  Dr. 
Moulton  either  as  to  national  income  or  as  to  its  distribution  in 
the  year  1929  a  year  of  before-unequaled  productive  accomplish- 
ment. His  analysis  of  the  facts  as  they  existed  in  1929  we  believe 
to  have  been  straightforward,  accurate,  and  scienj:ific. 

We  believe  also  that  he  and  his  associates  have  performed  an 
exceedingly  valuable  service  in  showing  in  a  most  effective  way  the 
unequal  distribution  of  income  which  ])revailed  in  1929:  especially 
the  deplorable  facts,  as  Dr.  Moulton  pointed  out,  (1)  that  71  j^er- 
cent  or  20  million  of  the  27 V2  million  families  in  1929  received 
an  income  of  less  than  $2,500  a  year,  or  less  than  an  adequate 
standard  of  living;  (2)  that  60  percent  received  less  than  $2,000  a 
year  or  less  than  a  hare  living  wage  or  practically  a  subsistence 
wage  with  some  snuill  ])rovision  for  health  and  comfort  added;  (3) 
that  12  million  families  or  more  than  42  percent,  had  incomes  less 
than  $1,500  j^er  annum;  (4)  that  almost  6  million  families,  or  more 
than  21  percent  of  the  total  were  below  the  poverty  level,  or  had 
incomes  below  $1,000  per  annum:  and  (5)  that  while  there  was 
some  increase  taking  place  in  1929  in  the  incomes  of  the  poorer 
families  there  was  relatively  a  much  grater  increase  in  the  income 
of  families  in  the  higher  income  groups. 

These  appalling  facts,  developed  scientifically  by  Dr.  Moulton 
and  his  associates,  constitute  a  challenge  to  all  those  who  love 
humanity,  and  who  are  interested  in  the  perpetuation  of  sound 
democratic  institutions  in  the  sense  of  both  political  and  industrial 
democracy. 

We  fro  along,  therefore,  with  Dr.  Moulton  in  his  statement  and 
analysis  of  the  facts  which  obtained  in  the  culmination  of  the  so- 
called  "new  era"  in  1929,  as  to  the  national  income  and  its  in- 
equitable distribution,  but  we  take  sharp  and  irreconcilable  issue 
with  him  in  his  reasoning  as  to  the  effects  of  the  adoption  of  the  30- 
hour  week,  based  upon  his  basic  facts  as  to  national  production  and 
income.  To  be  more  exact,  I  should  say  that  we  must  take  ex- 
ception to  his  assumption  of  the  facts  and  conditions  which  pre- 
vailed in  1929  as  a  basis  for  interpreting  the  effect  of  the  pending 
30-hour  week  legislation. 

It  is  our  conviction  that  Dr.  Moulton's  fundamental  assumption 
is  unsound  and  untenable. 

As  the  basis  for  his  reasoning  as  to  the  effect  of  the  enactment  of 
the  pending  30-hour  week  bill.  Dr.  Moulton  assumed  that  the  same 
economic  system  and  the  same  constraining  motives  and  tendencies 


^which  prevailed  in  1929  would  obtain  now,  and  will  obtain  in  the 
future.  He  did  not  give  its  true  importance  to  the  current  move- 
ment for  economic  reform  and  the  inevitability  of  basic  chang:es  in 
our  economic  system.  He  took  the  pending  30-hour  week  bill  itselt 
a  repudiation  of  the  basic  factors  which  existed  in  the  capitalism  of 
the  year  19^9,  and  assuming  that  it  was  a  measure  designed  to  ac- 
celerate a  return  to  the  capitalism  of  1929,  analyzed  its  effect  in  the 
light  of  the  conditions  affecting  national  income  and  national  pro- 
duction possibilities  5  years  ago.  1  /?      -, 

He  failed  to  realize  and  accept  the  most  indisputable  and  funda- 
mental fact  of  the  present  day,  namely,  that  the  economic  conditions 
which  reached  their  zenith  in  1929  have  passed  away ;  that  the  earth 
has  fallen  on  the  coffin  of  the  economic  forces  which  had  free  play 
in  1929  and  they  have  been  forever  buried;  that  any  process  of 
reasoning  based  upon  them  may  be  logically  sound  but  without  any 
practical  significance;  and  that  we  are  now  passing  through  a  pe- 
riod of  transition  and  reform  into  a  new  economic  epoch,  where  the 
forces  affecting  national  income  and  industrial  production,  and  their 
distribution,  will  be  entirely  different  from  those  upon  which  his 
reasoning  was  based ;  and  that  the  30-hour  week  bill,  which  is  now 
being  considered,  is  one  of  the  underlying  measures  in  the  movement 
for  the  reconstruction  or  reform  of  the  1929  capitalistic  system. 

It  assumes  a  different  form  of  capitalism,  a  less  restricted  produc- 
tion, and  a  more  equal  distribution  of  this  increased  output  of  our 
mines,  farms,  mills,  and  factories.  When  stripped  of  technical  con- 
siderations and  reduced  to  its  fundamental  objective,  the  pending 
bill  assumes  that  shorter  hours  of  work  or  reemployment  of  the  un- 
employed, and  higher  rates  of  pay,  or  increased  mass  purchasing 
power,  shall  take  precedence  over  profits  in  the  distribution  of  an 
unrestricted  national  output. 

What  were  the  economic  forces  in  1929  which  encompassed  our 
downfall  and  upon  which  the  premises  of  the  Brookings  Institu- 
tion's reasoning  as  to  the  effects  of  a  30-hour  week  are  based.  They 
were : 

(1)  An  unequal  distribution  of  industrial  output  or  of  purchasing 
power. 

(2)  A  ruthless  pursuit  of  profit,  attended,  on  the  one  hand,  by 
appalling  waste  and  loss,  especially  in  the  conduct  of  our  natural- 
resource  industries,  and,  on  the  other  hand,  by  artificial  barriers  and 
monopolistic  practices  in  production  and  distribution,  which  re- 
stricted industrial  production  or  national  income. 

(3)  A  lack  of  coordination  of  consumption  to  production  possi- 
bilities in  individual  basic  industries  and  an  entire  lack  of  correlation 
as  between  industries. 

(4)  A  concentration  of  control  of  money  and  credit  in  a  small 
New  York  group  of  private  or  so-called  "  investment  bankers ", 
symbolized  by  the  leadership  of  the  banking  house  of  J.  P.  Morgan 
&  Co.,  which  dictated  our  industrial  policies  with  only  two  short- 
sighted and  antisocial  objectives  in  view:  (1)  To  afford  a  field  for 
investment  or  speculation  by  the  sale  of  securities  to  the  small  group 
of  our  population  who  were  the  recipients  of  the  larger  part  of  our 
national  income;  and  (2)  by  stock  bonuses,  fictitious  security  issues, 
underwriting  fees  and  commissions,  and  similar  devices  to  absorb 
future  earnings  of  industry  arising  from  increased  mechanization, 
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Sulaufn"'     "nprovements,     and    the    growth    and    density    of 

Under  this  system  of  procedure  the  possibilities  of  industrial  ac- 
coinphshnient  could  not  be  given  free  play.     There  was  no  ooDor- 

on?'  j;.1n  ^f  r*'  ^^t  P"'"|ti«liti««  of  production  of  our  machines  and 
oui  industrial  workers.  1  he  great  mass  of  our  people  did  not  have 
sufficient  purchasing  power  in  the  aggregate  to  stimulate  industry 
to  Its  maximum  output.  As  a  matter  of  fact,  due  to  the  uneaual 
and  inequitable  distribution  of  purchasing  power,  mass  consumption 
could  not  absorb  the  output  of  ma-ss  prwiuction.  even  as  then  re" 
strictecl,  and,  as  a  consequence,  in  the  autumn  of  1929,  this  system 
of  unregulated  and  inordinate  profits  and  restricted  production  col- 
lapsed and  passed  away.  We  can  no  longer  conduct  our  economic 
reasoning  on  the  basis  of  a  return  to  this  system 

On  the  other  hand,  a  new  economic  or  capitalistic  system  is  now 
m  process  of  formulation  and  practical  application.  Its  most  con- 
servative objectives,  as  e.\emplified  by  current  programs  and  policies 

(1)  To  secure  a  more  equal  division  of  purchasincr  power,  or 
prStior'*^''^^^   "'""'^  purchasing  power  to  accelerate  and  expand 

ii\  J^""  stimulate  employment  by  reduction  in  working  hours. 

(^;  lo  have  increased  mass  purchasing  power  and  employment 
as  in  the  present  bill,  take  precedence  over  unreasonable  profits      ' 

(4)  Jo  eradicate  monopolistic  j^ractices  and  arbitrarv  restric- 
tions imposed  by  excessive  profit-seeking  upon  industrial  output. 

(5  lo  plan  and  deveh)p  further  industrial  expansion  throuo-h  the 
coordination  of  production  and  consumption  and  thus  avoid" com- 
petitive wastes  and  losses. 

This  new  and  enlightened  program  is  not  onlv  headed  for  eco- 
nomic recovery  but  also  toward  economic  reforms  which  will  liber- 
ate  the  forces  of  increased  prcKluctive  efficiencv  and  more  equitably 
distribute  the  gains  accomplished.  It  is  in  the  light  of  thU  eco- 
nomic  forces,  and  not  in  terms  of  a  departed  era.  that  we  must  pass 
judgment  upon  the  pending  measure  for  a  30-hour  week 

If  we  abandon,  therefore,  the  economic  svstem  or  forces  which 
prevailed  m  1929,  upon  which  the  reasoning  of  Moulton  and  Leven 
are  based,  there  can  be  no  ground  for  apprehension  as  to  the  feasi- 
bility  and  advantage  of  the  adoption  of  the  30-hour  work-week 

the  hrst  place,  proiluction  and  the  national  income  may  be 
expected  to  increase  gieatly  under  the  new  conditions.     A  conserva- 

pJ7t1tll1'"?^Tl''^K^^'^  may  follow  is  iridicated  by  the  recent  report 
entitled  "The  National  Survey  of  Potential  Product  Capacity" 
Ihis^study  was  made  by  CO  recognized  engineers  and  technicians  dur- 
ing ^  months  of  the  year  1933-34.  It  was  an  official  undertaking 
tmanced  by  the  Federal  Government.  ^ 

Its  difference  in  method  of  approach  to  the  problem  of  increased 
productivity  as  compared  with  the  study  made  by  the  BrookinL^ 
Institution  has  been  succinctly  stated  by  Stuart  dhase  in  a  recent 
article  in  Harper's  magazine  from  which  I  shall  read,  as  follows : 

The  National  Survey  ♦  ♦  *  takes  no  account  of  contemporary  financi-il 
01-  market  concUrions.  Its  franie  of  reference  is  serviceabilitv/norvenrb  I  v 
Here,  it  says,  are  .o  many  human  beings;  here  is  so  inutl  raw  mX  al  • 
here  are  so  many  farms  and  factories.    Suppose  that  the  farms  and  factories 


•v. 


were  all  busy  supplying  human  wants :  how  much  could  be  produced,  with 
due  regard  for  all  bottlenecks  in  the  flow  from  natural  deposit  to  ultimate 
consumer ;  what  was  the  value  of  this  physical  production  at  1929  prices,  and 
what  would  it  amount  to  per  family V  If  our  economic  system  were  able  to 
produce  and  distribute  without  traditional  market  limitations,  what  volume 
of  useful  goods  and  services  could  be  thrown  off  with  the  facilities  available 
in  1929V 

On  the  other  hand,  the  frame  adopted  by  the  P.rookinjrs  Institution  was  that 
of  the  going  capitalist  economy,  A  more  correct  title  <.f  the  study  would  have 
been  "  Private  Capitalism's  Ability  to  Produce  in  1929 ",  or  "  the  Miuiniuin 
Excess  Capacity  Cust<miary  Under  the  Open-Market  System."  On  i>age  14 
it  is  clearly  stated  that  the  repv)rt  is  not  concerned  with  America's  productive 
capacity  as  it  might  have  been,  but  it  was,  under  the  general  pattern  of  c(;m- 
merciaf  organization  then  prevailinji.  And  (m  page  424  it  is  emphasized  that 
the  report  is  asking  simply  how  much  unattained  capacity  was  latent  in  our 
actual  situation,  and  now  how  much  we  could  have  produced  in  some  different 
Situation  of  which  we  have  more  or  less  knowledge,  or  for  whi(h  we  entertain 
more  or  less  rosy  dreams.     Business-as-usual  is  thus  the  admitted  base. 

The  finding  of  the  Brookings  Institution  was  that  under  the 
limitations  of  our  economic  system  in  1929,  the  national  income  could 
liave  been  increased  19  percent,  or  from  81  billion  to  97  billion  dollars. 
Expressed  in  terms  of  family  income,  this  would  mean  an  average  of 
$3,100  per  annum. 

The  findinjx  of  the  national  survey  on  the  other  hand,  was  that 
the  national  output  of  goods  and  services  could  be  increased  45  per- 
cent over  the  1929  level,  or  to  a  total  of  135  billion  dollars.  If  evenly 
distributed  this  would  mean  an  average  annual  income  of  approxi- 
mately $4,700  per  annum. 

Wliat  could  be  done  under  the  new  economic  system  to  which  we 
are  advancing  obviously  lies  somewhere  between  these  two  estimates. 
It  could  not  reach,  of  course,  the  hypothetical  or  ideal  results  of  the 
national  survey.  It  should,  however,  greatly  exceed  the  Brookings 
estimate  of  97  billions,  and  would  be  sufficient,  under  a  proper  restric- 
ti(m  of  profits  to  provide  satisfactory  living  standards. 

The  Columbia  University  Commission  on  Economic  Reconstruc- 
tion also  endeavored  to  secure  the  judgment  of  engineers  and  of 
business  executives  as  to  the  gap  between  actual  and  potential  produc- 
tion. In  its  report  in  1934  it  stated  the  results  of  its  inquiry  on  this 
point  as  follows : 

A  subcommittee,  consisting  of  Dr.  H.  S.  Person,  Professor  W.  C.  Mitchell,  and 
D;^an  J.  W.  Barker,  approached  a  group  or  engineers  and  secured  their  cordial 
assi>tance.  Then  a  questionnaire  was  sent  to  91  prominent  engineers,  of  whom 
34  responded  by  answering  the  questions.  A  similar  questionnaire  was  sent 
to  93  prominent  industrial  executives,  of  whom  25  similarly  responded.  Al- 
though returns  were  received  from  (mly  42  percent  of  the  engineers  and  27  per- 
cent of  the  executives,  the  very  high  agreement  l>etween  the  engineers  as  a 
group,  and  even  more  between  the  engineers  and  the  executives,  makes,  in  view 
of  their  leading  positions  in  their  resi^ective  callings,  an  imijortant  testimony. 
It  undoubtedly  expresses  the  considered  judgment  of  men  highly  qualified  to 
judge. 

When  we  find,  for  example,  that  in  answer  to  the  question:  What 
percent  of  increase  could  be  effected  by  the  industry  reported  if 
equipment  and  management  were  brought  up  to  the  level  of  the 
best  current  standard? — the  mean  estimate  of  the  engineers  is  90.1 
percent  and  of  the  executives  84.4  percent,  we  have  a  very  serious 
challenge  to  existing  conditions  which  the  economist  cannot  ignore. 
Perhaps  even  more  remarkable  is  the  lact  that  in  answer  to  the 
question:  How  much  could  the  output  oi  all  industries  be  increased 
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with  equipment  and  management  brouL^ht  to  the  level  of  best  cur- 
rent practice  ^— the  mean  estimate  of  the  engineering  group  is  77.6 

The  challenge  to  the  economist  is  obvious,  for  engineers  and  exec- 
utives alike  find  that  economic  factors  directly  and  indirectly  play 
a  large  part  in  limiting  technical  efficiency.  This  is  seen  in  their 
answer  to  question  1 :  If  assured  a  ready  market  for  all  goods  pro- 
cluced,  could  the  industry  rei>orted  exceed  the  besi^  i)reyious  record 
in  man-hour  output? 

^  ^r^'  i^^"'  [^^  ^^T^^^  contiiuies,  we  have  a  concensus  of  professional  oninion 
to  the  effect  that  the  economic  mechanism  is  not  so  geared  to  thrprorclve 
mechanism  as  to  make  fully  available  for  the  satisfaction  of  human   wanTs 

comS'  "^n'^hf' "''ff  T  ^'^'T'''^'^^'  development  have  pSf  aT  our 
command.  O^i  this  point  the  conclusicms  of  our  subcommittee  are  very 
sug^sestive  They  point  out:  "If  we  accept  the  judgment  of  these  59  engineers 
and  executives  that  from  the  viewpoint  of  engineering  techno  ogy  the  pro- 
ductivity of  industry  could  be  greatly  increased  with  existing  fadlitiesr  were 
if  ilfr  ^'T^  to  effective  demand,  interest  is  turned  at  onc-e  to  this  imttS 
of  effective  demand.     Experience  promptly  rejects  the  hypothesis  that  demand 

Presumabf^    ^ZrlfV;^'  ^T''''''  "^^^  «"-oonsumerwants  ar^  satlX^ 
Piesumably,  therefore,  the  restriction  of  demand  is  caused  by  ineffectivene^^s 
due   to  the  existence   of   interfering  institutions  or  the  absence  of  esseim^^^^ 
institutions,  m  the  functioning  of  the  processes  whereby  total  income  flows 
out  to  the  community  and  is  transformed  into  purchasing  power." 

The  conclusions  of  the  director  of  the  national  survey,  Harold 
l^oeb  as  to  increased  productivity  and  lyettev  living  standards  are,, 
in  part,  as  follows:  ' 

In  1929  the  national  income  of  the  citizens  of  the  continental  Unittnl  States 
under  the  open-market  system,  consisted  of  goods  and  services  amounting    at 
retail  prices,  to  a  total  of  $95,417,894,000.  niuuuuun^,  at 

*  *  *  ♦  •  .  ♦ 

This  production  of  consumer  goods  and  services  was  not  adequate  to  provide 
a  proper  standard  of  life  for  the  whole  people  I>'"Mae 

This  inadwiuacy  was  emphasized  by  the  uneven  distribution  of  buying  power 

♦  •  ♦  ♦  ♦  ♦         *  ♦       ' 
It  should  be  noted  that  the  above  estimate  of  what  the  physical  equipment 

and  personnel  ccmld  produce,  if  production  were  limited  bv  'pi  j^ic^^  fac  oL 
only  could  be  enjoyed  only  if  the  additional  consumer  satisfactions  were  inadl 
iJ^nor  s^'ince!'  ''""'        '^'  Population  which  was  not  able  to  enjoy  them  in 

The  total  money  equivalent  of  the  goods  and  services  available  were  pro- 
duction limited  only  by  physical  factors  and  knowledge,   namelv,  13o  biUion 
does  not  indicate  the  possible  living  standard  of  the  p<rpulation.  '  ' 

Consequently  the  income  of  $4,370  per  family '  per  year  should  be  thought 
of  only  as  the  basic  sum,  the  ecpiivalent  merely  of  the  necessarv  non^afce 
physical  goods  and  the  elementary  services  required  for  a  d^m  HvingS! 
ard.    Beyond  these  essentials  lies  most  of  life.  ^ 

It  is  clear  from  the  evidence  available,  therefore,  that  with  more 
treedom  from  restrictions,  such  as  a  more  liberal  and  planned  eco- 
nomic system,  would  injure  an  ample  field  for  industrial  expansion 
and  better  living  standards  without  adding  to  our  existing  physical 
equipment.  *=  ^  j  iv^ux 

K,.^^""^  M^'*',!^^'*!j^".V''"^^"''^*''  support  the  argument  advanced 
by  Dr.  Moulton  that  the  general  application  of  the  ^O-hour  week 

1  statistical  family  ;  4.1  individuals. 
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would  restrict  production,  and,  therefore,  increase  prices  and  lower 
living  standards.    All  the  experience  points  to  the  contrary. 

The  30-hour  week  would  increase  the  volume  of  production.  A 
conservative  estimate  of  reduction  in  average  weekly  hours  is  25 
percent.  Assuming  that  a  comprehensive  law  would  apply  to  20,000,- 
000  workers,  this  would  mean  an  increase  of  5,000,000.  With  no  de- 
crease in  per  capita  earnings,  this  would  mean  a  vast  expansion  of 
pay  rolls.  This  would  mean,  in  turn,  a  great  increase  in  the  pur- 
chasing power  of  ordinary  consumers,  which  is  the  essential  basis 
of  accelerated  production. 

Additional  pay  rolls  would  not  mean  a  proportionate  addition  to 
prices  paid  by  consumers  or  a  proportionate  burden  on  employers. 

(a)  The  cost  would,  in  part,  be  counteracted  by  the  increased 
efficiency  and  productivity  of  labor  w^hich,  as  indicated  by  past  ex- 
perience, accompanies  a  reduction  in  hours.  Reductions  in  hours  of 
labor  since  1929  in  manufactures  have  been  accompanied  by  an  in- 
crease of  more  than  25  percent  in  man-hour  output. 

(h)  Cost  of  production,  as  affecting  the  burden  on  the  employer 
and  the  price  to  the  consumer,  is  unit  cost;  and  the  increased  pur- 
chasing power  of  the  wage  earners,  applied  throughout  industry  and 
uniformly  affecting  employers  in  each  competitive  field,  would  tend, 
as  already  stated,  to  increase  volume  of  production.  Other  factors 
may  be  expected  to  operate  in  the  same  direction,  as  the  Public 
Works  program.  Because  of  the  increase  in  volume  of  production, 
there  should  be  a  comparatively  slight  and,  perhaps,  no  increase  in 
unit  cost  of  production. 

(c)  The  recent  upward  trend  of  profits  indicates  an  increasing 
profit  margin  which  should  be  expected  to  absorb  a  part  of  any 
additional  production  costs  if  these  should  prove  to  be  required. 

(d)  The  30-hour  week  should  facilitate  the  adoption  of  additional 
shifts  in  many  industries,  and  this  would  reduce  overhead,  usually 
an  important  item  in  cost  of  production. 

(e)  Assuming  for  the  sake  of  argument  an  actual  advance  in 
unit  costs,  this  would  not  require  a  proportionate  increase  in  prices. 

(1)  Overhead  and  certain  other  fixed  costs  should  not  increase 
proportionately,  if  at  all,  and  would  be  reduced  in  the  case  of  estab- 
lishments adding  to  the  number  of  shifts. 

(2)  Insurance,  medical  attention,  recreation,  education,  and  so 
forth,  should  be  affected  slightly,  if  at  all. 

(3)  Labor  cost  is  only  one  of  many  items  of  cost;  and  in  many 
industries,  as  pointed  out  by  President  Green  when  he  appeared 
before  j^our  committee,  is  only  a  small  proportion  of  the  total 
production  costs. 

(/)  Some  goods  and  services  are  sold  at  so  low  a  price  as  to  make 
impossible  decent  wages  and  hours,  and  a  30-hour  rule  might  operate 
as  a  desirable  instrument  for  forcing  price  readjustments. 

N.  R.  A.  experience  has  developed  a  number  of  illustrations  of 
the  quick  reaction  of  industry  in  the  way  of  increased  productivity 
to  a  drastic  shortening  of  hours  of  work.  Perhaps  the  most  strik- 
ing in  this  respect  is  that  furnished  by  the  cotton-garment  code. 

This  industry  prior  to  the  N.  R.  A.  was  characterized  by  sweat- 
shop conditions.  Some  establishments  worked  as  long  as  60  hours 
a  week,  with  minimum  weekly  wages  of  $3.  The  code,  as  approved 
by  the  N.  R.  A.,  established  a  maximum  work  week  of  40  hours  and 
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niinimum  rates  of  $12  and  $13  a  week.  About  6  months  after  it«^ 
adoption  a  hoarinnr  was  held  to  ascertain  wliether  the  cotton-<rar- 
ment  industry  should  not  be  placed  on  a  36-hour  work  week  in 
order  to  equalize  competitive  conditions  with  other  branches  of  the 
clothing  industry. 

Investipition  developed  the  sirrnificant  fact  that  since  the  code 
has  been  m  operation,  although  pay  rolls  or  labor  outlavs  had  in- 
creased 2i  percent,  labor  productivity  had  advanced  28  percent 
In  other  words,  although  there  had  been  a  drastic  curtailment  of 
hours  as  a  condition  of  securing  a  code,  there  had  been  practicallv 
no  reemployment  in  the  industry,  for  the  reason  that  productivit'v 
had  slightly  exceeded  the  increased  labor  outlavs  made  necessarv  by 
the  reduction  in  hours  worked  and  higher  rates  of  pav.  As  a 
consequence,  labor  cost  per  unit  of  output  had  not  advanced. 

As  a  consequence  of  these  disclosures,  an  P^xecutive  order  was 
issued  and  applied  to  the  industry  providing  for  the  maintenance  of 
the  same  wages  but  a  reduction  in  the  maximum  length  of  the  work 
week  from  40  to  36  hours. 

Similar  developments  have  undoubtedlv  characterized  the  reduc- 
tion m  the  length  of  the  work  week  bv  other  N.  R.  A.  codes  In 
some  cases  a  reduction  in  hours,  as  in  the  bituminous-coal  code,  from 
40  to  3o  hours  per  week,  has  been  accompanied  bv  an  increased 
efficiency  which  lowered  the  labor  cost  of  each  ton  of  coal  mined. 

Keduction  in  hours  have  acted  as  a  stimulus  to  economv,  to  im- 
provements and  savings  in  administration,  to  better  technolocrical 
methods,  and  to  further  mechanization.  It  is  because  of  this  "that 
pure  reasoning,  based  on  bare  statistical  facts,  as  to  what  will  be 
the  result  of  a  reduction  in  hours  of  work,  such  as  the  25-percent 
reductum  provided  in  the  pending  bill,  are  more  or  less  valueless 
Unrelated  to  conditions  w^hich  mav  exist,  or  which  mav  devoh)]) 
such  reasoning  often  has  no  more  practical  significance  than  a  stim-' 
ulatmg  exercise  in  mental  gymnastics.  There  is  onlv  one  creneral- 
ization  which  can  be  made  safely,  and  that  is  that  a  reduction  in 
hours  will,  according  to  all  past  precedents,  result  in  a  decided  im- 
petus to  industrial  economy  and  efficiency. 

Perhaps  the  best  illustration  of  these  statements  is  furnished  bv 
the  situation  which  prevailed  in  1916  when  the  organization  of  steam 
railroad  engine  and  train  service  crews  demanded  a  reduction  in  the 
standard  workday  from  10  hours  to  8  hours.  Railroad  maiiao^e- 
ment  most  vigorously  opposed  the  proposal  as  revolutionarv,  iui- 
possible  of  practical  application,  and  financiallv  destructive.  '  Even 
if  the  needed  technical  changes  in  oi)erating  methods  and  equipment 
could  be  made,  it  was  further  declared  that  the  financial  cost  would 
be  unbearable,  and  many  companies  would  be  thrown  into  bank- 
ruptcy. 

The  Adamson  laAv,  embodying  the  requests  of  the  emplovees  in 
legislative  form,  however,  over  the  j^rotests  of  the  railroads  was 
enacted  in  1916.  Within  2  years  all  overtime  had  ceased.  Runs 
were  accomplished  between  terminals  within  the  reduced  workdav. 
The  8-hour  day  was  costing  the  railroads  no  more  than  the  10-hour 
day. 

Because  of  improved  roadway  and  structures,  the  development 
of  engines  of  greater  speed  and  tractive  power,  cars  of  orreater 
capacity,  and  longer  freight  trains,  by  1932  it  had  become  p^'ossible 
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for  the  railroads  to  transport  approximately  two-thirds  of  their 
much  heavier  freight  trains  between  terminals  within  approximately 
6  hours  or  less. 

In  that  year,  the  employees  again  requested  a  reduction  of  25  per- 
cent in  the  length  of  the  standard  workday,  or,  in  other  words,  a 
6-hour  day  similar  to  the  pending  measure.  Congress  ordered  an 
investigation  as  to  its  practicability  by  the  Interstate  Commerce 
Commission.  The  representatives  of  the  railroads  made  almost 
identically  the  same  protests  against  this  proposal  as  they  had 
against  the  8-hour  workday  in  1916.  The  Commission  in  its  report 
stated  that  its  adoption  would  initially  add  to  the  operating  costs 
of  the  railroads,  but  in  time  these  costs  w^ould  probably  be  absorbed 
through  changes  in  operating  methods  and  technological  improve- 
ments.    The  proposal  is  now^  before  the  Congress  for  consideration. 

If  the  transportation  industry,  operating  under  fixed  rates  pre- 
scribed by  a  governmental  agency,  can,  through  increased  efficiency 
and  better  mechanization,  more  than  absorb  the  costs  of  a  reduction 
of  20  ])ercent  in  hours  and  an  increased  wage  rate  of  25  percent, 
how  much  more  possible  and  probable  are  similar  aecomplishments 
attainable  under  the  more  flexible  conditions  of  private  business. 

Efficiency  of  labor  depends  largely  on  morale,  experience,  train- 
ing, capacity  to  live  decently.  The  30-hour  week,  by  increasing  em- 
ployment, would  automatically  improve  these  basic  elements  of 
labor's  efficiency. 

The  30-hour  week  would  not  impair  the  capacity  of  industry  to 
produce  sufficient  goods  and  services.  The  confusion  as  to  '*  suffi- 
cient goods  and  services  ",  does  not  mean  (1)  under  the  existing  eco- 
nomic system  enough  good^  and  services  to  supply  all  needs;  or  (2) 
enough  to  return  to  the  1929  level  of  consumption,  though  this  would 
undoubtedly  be  more  than  possible  under  the  3b-hour  week.  The 
capacity  to  produce  sufficient  goods  and  services  means  merel}^  capac- 
ity to  produce  in  accordance  with  effective  demand.  The  fallacy  of 
current  opposition  to  the  30-hour  week  is  that  although  it  assumes 
the  existing  arrangements  in  which  the  amount  of  labor  is  deter- 
mined by  the  actual  volume  of  purchasing  power  used  for  buying 
the  output  of  labor,  yet,  on  the  other  hand,  it  condemns  the  30-hour 
proposal  on  the  ground  of  imaginary  situations  in  which  enough 
labor  would  be  required  to  produce  all  needed  goods  and  services, 
or  the  amount  produced  in  1929,  or  under  other  conditions  radically 
different  from  those  now  existing,  or  which  may  possibly  develop, 
or  which  may  never  occur. 

The  reference  made  by  Dr.  Moulton  to  the  fact  that  in  a  great 
many  N.  R.  A.  codes  increased  w^ages  and  shorter  hours  have  been 
reflected  in  higher  prices  may  be  due  to  a  variety  of  causes  other 
than  a  reduction  of  hours  such  as  the  lack  of  development  of  vol- 
ume of  production  essential  to  lower  unit  costs,  or  to  profiteering 
by  industrial  corporations.  As  a  matter  of  fact,  the  practical  stag- 
nation of  N.  R.  A.  since  March  1934  has  been  due  to  the  determina- 
tion of  the  majority  of  code  authorities  at  that  time  to  hold  fast  to 
profits  to  the  exclusion  of  economic  recovery  and  reform. 

The  initial  accomplishments  of  the  N.  R.  A.  w^ere  its  greatest.  Its 
record  by  March  1934  had  been  so  gratifying  that  it  held  forth  the 
hope  that  it  would  be  the  means  of  leading  us  back  to  prosperity 
and  a  better  economic  life.    These  pleasing  prospects,  however,  wer^ 
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destroyed  by  the  short-sighted  action  of  industrial  leaders.  In 
March  1984  it  will  be  recalled,  that  President  Roosevelt  through 
Ijeneral  Johnson,  convened  all  the  code  authorities  and  then  per- 
sonally urged  them  to  adopt  a  general  policy  to  accelerate  recovery. 
Ihe  1  resident  declared  tliat  the  time  had  come  to  j^lace  the  maximum 
emphasis  upon  increases  in  rates  of  pay  to  wage  earners  and  reduc- 
tions^ in  hours  of  work,  and  a  minimum  emphasis  upon  profits,  for 
the  fundamental  purjx)se  of  accelerating  reemplovment  and  mass 
purchasing  power. 

The  determination  of  industry  despite  the  President's  urging,  to 
emphasize  profits  and  a  restricted  schedule  of  production,  rather 
than  to  sacrifice  immediate  and  unusual  profits  in  order  to  widen  the 
scope  of  operations  and  make  sure  the  upward  movement  toward 
economic  recovery,  demonstrated  for  all  time,  the  impossibility  of 
industry  governing  itself  in  an  enlightened,  far-seeing  way  or  in  the 
public  interest.  It  has  also  clearly  shown  that  the  new  N.  R.  A. 
should  provide  that  all  members  of  code  authorities  should  be  ap- 
pomted  by  the  President  and  not  elected  by  the  industries  concerned. 
The  result  of  the  decision  of  the  code  authorities  in  March  1934 
so  far  as  the  N.  R.  A.  is  concerned,  has  been  that  since  that  time 
its  attainments  have  been  practically  negligible  as  a  recovery  agency. 
To  my  mind,  the  cornerstone  of  economic  recovery  and  reform, 
which  the  builders  of  the  N.  R.  A.  rejected  even  when  preferred  by 
the  President,  must  now  be  accepted  through  the  enactment  of  the 
Black  bill.  Otherwise,  our  existing  calamities  will  be  intensified 
and  no  one  can  foretell  the  ultimate  consequences. 

Technical  problems,  and  practical  questions  of  price  and  produc- 
tion are  important  in  their  bearing  upon  the  pending  bill.  They  are 
not,  however,  of  underlying  significance.  The  real  opposition  to 
this  bill  arises  from  the  same  causes  as  those  which  led  industry 
through  the  code  authorities,  to  reject  the  President's  recommenda- 
tions of  last  March.  The  dominant  banking  groups  of  the  country 
and  the  majority  of  our  industrial  leaders  are  still  thinkino-  in 
terms  of  1929  conditions.  Shorter  hours  for  industrial  workers  with  ' 
no  reduction  in  earnings,  are  still  looked  upon  by  these  groups  as 
an  unwarranted  infringement  upon  existing  profits  and  a  menace  to 
the  future  net  gains  of  industry.  Fundamentallv,  the  contest  here 
is  one  that  is  being  waged  over  control  of  the  distribution  of  the 
output  of  industry. 

The  investment  banker  and  the  industrial  executive  know  full 
well  that  shorter  hours  of  employment  with  increases  in  rates  of 
pay,  means  the  absorption  of  a  larger  proportion  of  industrial  in- 
come by  labor  of  all  classes  and  occupations,  whether  of  hand  or 
brain.  Unlike  the  code  authorities  last  March,  however,  they  will 
be  wise  in  their  day  and  generation,  if  they  will  accept,  in  an  eco- 
nomic sense,  the  principle  enunciated  in  Palestine  almost  2.000  years 
ago,  that  "  he  who  would  save  his  life  must  lose  it  ",  for  the  reason 
that  inordinate  profits  must  bow  to  shorter  hours  and  hiirher  wa^es 
or,  otherwise  industry  will  not  be  able  to  function  at  all.  The  sound- 
ness of  this  conclusion  has  already  been  demonstrated  by  our  ex- 
perience with  unemployment  during  the  winter  of  1927-28,  by  the 
collapse  of  the  new  era  in  1929,  and  by  the  results  of  our  devastat- 
ing deflation  in  wages  and  prices  during  the  dark  days  of  the  years 
1931—33. 


This  process  of  saving  industry  and  maintaining  industrial  accom- 
plishment through  shorter  work  hours  will  also  undoubtedly  be  a 
continuing  one,  for  the  reason  that  whenever  in  the  future  technolog^^ 
outruns  employment  and  purchasing  power  further  reductions  in 
the  work  week  must  take  place,  if  our  present  economic  system  is 
to  endure. 

In  conclusion,  may  I  add  that  there  is  another  fundamental  prem- 
ise as  to  the  future  which  Dr.  Moulton  neglects  but  which  is  abso- 
lutely certain  according  to  the  best  authorities,  and  which  to  me 
seems  to  be  the  most  important  reason  why  the  30-hour-week  bill 
should  be  passed  by  the  Congress.  It  is  that  we  shall  have  great 
increases  in  productive  efficiency  whether  the  depression  continues 
or  not.  Of  course,  as  the  report  of  the  National  Survey  stated,  the 
depression  has  had  a  repressing  effect  upon  new  inventions,  the 
installations  of  labor-saving  machinery,  and  the  adoption  of  tech- 
nological processes  to  reduce  cost  because,  under  conditions  which 
have  prevailed,  the  existing  equipment  is  partly  idle  and  it  does  not 
pay  to  develop  new  methods  or  new  inventions. 

As  the  movement  toward  economic  recovery  progresses,  however, 
all  of  these  dormant  forces  for  increased  productivity  will  be  brought 
into  play.  The  30-hour  week  would  constitute  a  very  great  stimu- 
lus in  this  direction.  At  any  rate,  whether  we  have  the  30-hour 
week  or  not,  it  is  inevitable  that  there  will  be  a  great  increase  in 
productive  efficiency  in  the  future.  The  important  question  which 
we  should  consider  in  connection  with  the  pending  bill,  therefore,  is 
whether  some  measure  such  as  this  should  not  be  in  force  to  enable 
the  masses  of  people  to  absorb  in  the  form  of  better  living  standards 
and  more  leisure  the  gains  from  this  new  era  in  productivity  or 
whether  we  shall  permit  the  industrialists  and  the  investment  bankers 
in  the  future,  as  in  the  past,  to  reap  excessive  and  unwarranted 
profits  from  these  productive  gains.  If  we  do  not  now  embody  the 
principles  of  the  Black  bill  as  a  basic  part  of  our  economic  program 
for  the  future,  our  people  cannot  look  forward  to  the  economic  wel- 
fare and  standards  of  living  to  which  they  are  entitled. 

Statement  of  J.  E.  Lentie,  Vice  President  Tobacco  WoRKEats'  International 

Union 

Gentlemen  :  My  name  is  J.  E.  Lentie,  vice  president  Tobacco  Workers'  Inter- 
national Union. 

I  speak  in  support  of  Senate  bill  no,  87,  introduced  by  Senator  Black,  upon 
which  your  committee  is  now  holdinj^  hearings.  I  have  no  desire  to  unneces- 
sarily take  the  time  of  the  committee  by  covering  ground  already  covered  by 
President  Green  of  the  American  Federation  of  Labor,  and  previous  speakers. 

The  aim  and  purpose  of  the  national  recovery  program  was,  as  we  understood 
it,  to  bring  about  a  shortening  of  the  weekly  hours  of  work  in  all  industry, 
thereby  reducing  the  human  unit  production,  and,  in  turn,  increasing  the  employ- 
ment opportunity  to  a  larger  and  larger  number  of  workers  in  indi!stry.  We 
regret  to  say  that  the  shortening  of  the  working  hours  in  the  tobacco  industry 
to  a  standard  of  40  hours  i)er  week  has  not  had  the  hoped-for  result. 

There  has  entered  into  the  industry  more  and  more  improved  machinery, 
until  today  our  industry  is  so  mechanized  that  it  produces  in  a  36-hour  week 
(which  has  been  the  near  average  for  the  year  1984)  more  than  twice  as 
much  as  it  did  some  years  ago  under  the  48-  and  54-hour  week. 

In  1911)  there  were  24,474  wage  earners  employed  in  the  cigarette  industry, 
according  to  the  Census  Bureau.  The  output  that  year  was  53,(X)0,000,000 
cigarettes.  In  1931  employment  in  the  industry  had  dropped  to  20,176,  or 
18  percent  less  than  in  1919,  but  the  cigarette  output  had  more  than  doubled, 
having  reached  an  output  of  117,000,0lH->,lK)0  cigarettes.     During  the  year  just 
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Closed   (1934)   the  output  reached  apinoximately  127,000,(X)(),000,  with  a  still 
further  reduced  force  of  employtH^s.  ,      iiu  u 

The  tobacco  mauufacturing  industry  as  a  whole,  exclusive  of  cisars  emnlovs 
probably  fjCOOO  workers.  It  is  our  belief  that  the  30-hour  week  Would  add 
from  0,000  to  10,000  workers  to  the  pay-rolls  in  a  normal  season,  since  the 
average  weekly  hours  worked  in  tlie  cigarette  industry  was  only  36  during 
1934  accordinu  to  the  liureau  of  Labor  Statistics.  In  view  of  tiiis,  we  feel 
justmed  in  urging  a  shorter  work  week. 

According  to  the  Census  of  Manufacturers'  figures,  the  labor  cost  in  manu- 
facturing cigarettes  is  only  2  percent  of  the  wholesale  selling  price.  If  mechan- 
ization in  all  industry  had  gone  as  far  as  it  has  in  this  industrv,  less  than 
oue-htth  of  the  labor  now  emi)loyed  would  be  needed. 

Senator  Austin.  Mr.  Chairman,  I  would  like  to  have  the  record 
contain  the  following: 

A  certified  copy  of  a  resolution  adopted  by  the  House  of  Repre- 
sentatives and  the  Senate  of  the  State  of  Colorado  in  favor  of  the 
bill. 

A  statement  from  National  Electrical  Manufacturers'  Association, 
addressed  to  Hon.  Henry  F.  Ashurst,  chairman  of  the  Senate  Judi- 
ciary Committee. 

A  statement  by  the  National  Wood  Box  Association  also  sent  to 
the  Senate  Judiciary  Committee. 

A  statement  by  the  code  authority  for  the  velvet  industry,  sent 
to  Hon.  M.  M.  Neely,  chairman  of  the  subcommittee  of  the  Commit- 
tee on  the  Judiciary. 

A  statement  by  the  American  Trucking  Associations,  Inc. 

Two  communications  from  the  Alabama  Mining  Institute,  ad- 
dressed to  Hon.  M.  M.  Neely,  chairman  of  subcommittee  of  the 
Committee  on  the  Jm^-ciary. 

A  letter  from  the  Industrial  Association,  by  J.  M.  Manley,  com- 
missioner, addressed  to  Chairman  Neely. 

Senator  Neely.  All  statements  and  letters  to  which  Senator  Austin 
has  referred  will  be  inserted  in  the  record. 

House  Joint  Memokial  4 

Whereas  the  Congress  of  the  United  States  has  before  it  measures  tending 
toward  the  reemployment  of  labor;  and 

Whereas  the  shorter  work  day  for  labor  as  an  agent  of  economic  recovery 
has  become  one  of  the  vital  issues  at  this  time ;  and 

Whereas  the  hours  of  labor  in  the  United   States  should  be  reduced  to  a 
point  where  the  slack  in  employment  may  be  taken  up :  and 

Whereas  the  application  of  the  6-hour  day  and  the  5-dav  week  in  this  country 
will  accomplish  the  reemployment  of  labor  by  industry:  Now,  therefore,  be  it 
Resolved  hy  the  home  of  representatives  of  the  thirtieth  general  assembly 
the  senate  conenrrinff  herein,  That  the  Congress  of  the  United  States  is  hereby 
respectfully  memorialized  and  urged  to  give  thorough  consideration  to  bills 
establishing  a  6-hour  day  and  a  5-day  week  for  labor  in  industrv :  be  It  further 
Resolved,  That  the  Senators  and  the  Representatives  of  the*  State  of  Colo- 
rado in  the  Congress  of  the  United  States  are  requested  to  take  such  action 
as  will  insure  consideration  of  the  aforesaid  bills,  and  that  copies  be  forwarded 
forthwith  to  the  President  of  the  Senate,  the  Speaker  of  the  House  of  Rep- 
resentatives of  the  Congress  of  the  United  States,  and  to  the  Senators  and 
Representatives  of  the  State  of  Colorado. 

Moses  E.   Smith, 
Speaker  of  the  House  of  Representatives. 

John  T.  Doyle, 

Chief  Clerk. 
Ray   H.   Talbot, 
President  of  the  Senate. 
[SEAL]  ^I.  J.  Walsh, 

Secretary  of  the  Senate. 


Statement  of  F.  C.  Jones,  President  National  Electrical  Manufacturers 

Association 

Hon.  Henry  F.  Ashurst, 

Chairman  Semite  Judiciary  Committee, 

Washington,  D.   C. 

My  Dear  Senator  Ashurst:  The  National  Electrical  Manufacturers  Associa- 
tion desires  to  register  its  protest  against  the  Black  30-hour  bill  (S.  87),  hear- 
ings on  which  are  now  being  held  by  your  committee.  This  action  was  authorized 
by  the  board  of  governors  of  the  association  on  February  7, 1935,  by  the  following 
resolution : 

"  *  *  *  that  a  brief  be  prepared  and  sent  to  the  Senate  Judiciary  sub- 
committee, and  further  that  the  mattei-  be  brought  to  the  attention  of  the 
membei-s  (of  the)  association)  at  the  general  industry  meeting  on  Feb- 
ruary 8    *     *     *." 

The  following  resolution  was  unanimously  adopted  at  this  general  meeting : 

"  Whereas  public  policy  recognizes  the  desirability  of  '  the  more  abundant 
life ' ;  and 

"  Whereas  production  of  more  goods  and  services  is  an  important  factor 
In  *  the  more  abundant  life  ' ;  and 

"  Whereas  the  reduction  in  the  average  work  week  has  over  a  i)eriod  of 
years  been  approximately  one-half  hour  i)er  week  i^er  year ;  and 

"  Whereas  the  average  work  week  in  1929  was  approximately  50  hours ;  and 

"  Whereas  the  normal  rate  of  improvement  of  management  technique  and  of 
productive  equipment  has  not  been  maintained  since  1929;  and 

'*  Whereas  a  reduv-tion  in  the  avernge  work  week  is  based  economically 
on  the  rate  of  improvement  of  such  management  technique  and  of  productive 
equipment :  Therefore  be  it 

Resolved,  That  it  is  utterly  impracticable  to  produce  the  volume  of  goods  and 
services  which  American  industry  and  commerce  should  normally  produce  and 
sell  and  the  American  people  should  consume  in  the  30-hour  week  proposed 
by  some  sectors  of  organized  American  labor  and  in  the  bill." 

Our  position  is  fully  set  forth  in  the  attached  brief,  to  which  we  request  that 
you  give  your  careful  consideration. 
Respectfully  yours. 

National  Electrical  Manufacturers  Association, 
F.  C.  Jones,  President. 

Brief  Presented  to  the  Senate  Judiciary  Committee  Against  the  Bij\.ck 
30-HOUR  Week  Bill  (S.  87)  by  the  National  Electrical  Manufacturers 
Association,  Supporting  Resolutions  Presented  in  Letter  to  Which  This 
Brief  Is  Attached 

There  have  been  introduced  into  the  Seventy-fourth  Congress  two  bills, 
designed  to  impose  upon  industry'  and  commerce  a  30-hour  week  by  legislative 
mandate.  These  bills  are  known  as  the  "Black  30-hour  bill",  S.  87,  and  the 
"  Connery  30-hour  bill  ",  H.  R.  2746.     The  declared  purpose  of  the  former  bill  is : 

"To  provide  a  fairer  and  more  nearly  balanced  income;  to  put  idle  machines 
and  people  to  work ;  to  increase  the  purchasing  power  of  the  people  and  thereby 
stimulate  pnxluction  to  capacity;  to  revive  languishing  commerce  and  trade; 
and  to  promote  the  happiness  and  comfort  of  the  people." 

The  declared  purpose  of  the  latter  bill  is : 

'*  To  spread  employment  uniformly  so  far  as  possible." 

A  wholly  disinterested,  impartial  agency^  has  reached  the  conclusion  that 
"  no  legislative  proposal  has  ever  been  advanced  which  is  more  revolutionary 
in  its  economic  and  social  implications. 

The  National  Electrical  Manufacturers  Association  subscribes  to  this  con- 
clusion of  the  Brookings  Institution,  and  believes  that  the  proposed  legisla- 
tion, if  enacted,  would  be  contrary  to  public  interest.  Under  these  circum- 
stances, it  urges  that  the  Senate  Judiciary  Committee  report  adversely  upon 
the  proposed  legislation. 

We  wish  to  present  our  point  of  view  under  the  following  several  headings : 

1.  Public  policy  recognizes  the  desirability  of  "  the  more  abundant  life." 

2.  The  production  of  more  goods  and  services  is  an  imiwrtant  factor  in  "  the 
more  al)uudant  life." 


1  The  Brookings  Institution,  the  Thirty-Hour  Week,  p.  3. 
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3.  The  reduction  in  the  average  work  week  has,  over  a  period  of  years,  heen 
approximately  one-half  hour  per  week  per  year. 

4.  Tlie  normal  rate  of  impi-ovement  of  management  technique  and  of  pro- 
ductive e<iuipment  has  not  Ix^t'n  maintained  since  10L!9. 

5.  A  reduction  in  the  average  work  week  is  hased  economically  on  the  rate 
of  improvement  of  such  management  techniijue  and  of  productive  equipment. 

6.  It  is  utterly  impracticable  to  produce  the  volume  of  goods  and  services 
which  American  industry  and  commerce  shouhl  nonually  produce  and  sell,  and 
the  American  peoi)le  should  consume,  in  tlie  .SO-hour  week  proposed  hy  some 
sectors  of  organized  American  labor,  and  in  the  bills. 

7.  Tlie  shoit  term  effects  would  be  disturbing  and  would  aggravate  existing 
price  disi)arities. 

8.  The  long  term  effects  would  be  adverse  to  meeting  our  aspirations  for 
consumption. 

9.  The  30-hour  week  would  decrease  purchasing  power  and  retard  recovery. 

I.  nniU     I'OLKY    KKCOGNIZES    THE    DESlKAlill.H  Y    OF    "THE    MOUE   AHUNDAKT    IJFE  " 

I'resident  lloosevelt  has,  in  a  number  of  his  messages  and  a<ldresses,  empha- 
sized the  desirability  of  "the  more  abundant  life."  To  this  the  Ekx.-trical 
Manufacturing  Industry  heartily  subscribes. 

We  believe  that  once  the  current  depression  is  over,  we  will  be  in  iw>sition 
to  attain  for  all  the  people  of  the  United  States  a  higher  stan«lard  of  living 
than  has  ever  heretofore  obtained.  To  this  higher  standard  of  living  the 
Electrical  Manufacturing  Industry  hopes  to  contribute,  with  more  and  better 
electrical  products,  satisfactions  which  they  afford,  and  the  saving  of  effort, 
and  the  increased  comforts  which  they  pnjvide. 

II.  THE    PRODUCTION    OF    MORE    GOODS    AND    SERVICES    IS    AN    IMPORTANT    FACTOR   IN 

"  THE   MORE   ABUNDANT  LIFE  " 

While  we  fully  recognize  that  an  increase  in  leisure  contributes  to  "  the 
more  abundant  life  ",  nevertheless  we  believe  fully,  along  with  all  or  nearly 
all  consumers,  that  a  fuller  life  for  nil  the  people  of  America  will  consist 
largerly  of  the  production  and  distril)ution  of  more  goods  and  services.  Indeed, 
it  is  a  basic  economic  and  industrial  i)rinciple  that  we  can  consume  only  what 
we  produce,  and  that  consumption  and  production  are  in  the  long  run  identical 
except  that  as  for  a  Nation  the  equality  of  the  two  may  be  slightly  affected 
by  imports  and  exports. 

We  do  not  believe  that  the  American  people  as  a  whole,  or  any  substantial 
portion  of  the  American  people,  would  regard  any  program  which  resulted  in 
the  diminution  of  the  total  volume  of  pr(xluction  and  consumption  of  goods 
and  services  as  a  satisfactory  way  of  achieving  more  abundant  life,  even 
though  such  program  offered  the  advantage  of  greater  leisure  through  a  shorter 
work  week.  The  standard  of  living  of  the  American  people  has  steadily  risen 
except  during  the  periods  of  depression,  and  the  American  people  have  come 
to  expect  and  will  expect  a  steady  improvement  in  that  standard  of  living  as 
reflected  in  the  production  and  consumption  of  more  and  more  goods  and 
services. 

HI.   THE   REDICTION    IN    THE  AVERAGE    WORK    W^BEK    HAS,    OVER    A    PERIOD   OF   YEARS, 
BEEN  APPROXIMATELY  ONE-HALF  HOUR  PER  WEEK  PER  YEAR 

The  examination  of  available  statistical  data  shows  that  there  has  been  a 
steady  reduction  in  the  average  work  week  since  the  advent  of  the  factory 
Fystem  in  America.  Between  15)20  {ind  11)29  the  reduction  in  the  average 
work  week  was  from  approximately  60  hours  i)er  week  to  approximately  50 
hours  per  week,  a  little  less  than  one-half  hour  per  week  i)er  year. 

Since  1929,  owing  to  abnormal  conditions,  including  in  the  last  year  ;;nd 
a  half  N.  It.  A.  codes  of  fair  competition,  there  has  been  a  further  reduction 
in  the  work  week  from  approximately  50  hours  to  approximately  40  hours. 
This  latter  development  has  luen  generally  regarded  by  industry  as  an  emer- 
gency and  temporary  development,  out  of  which  would  come  an  econonrically 
sound  reduction  in  the  work  week  below  the  HO-hour  week  prevailing  in  1921), 
based,  nltiniately,  on  the  econondc,  te<  hiwilogic,  and  management  developments 
since  1929. 


IV.  THE     NORMAL     RATE     OF     IMPROVEMENT     OF     MANAGEMENT     TECHNIQUE    AND     OF 

PRODUCrriVB    equipment    has    not   BEEN    MAINTAINED    SINCE    1929 

The  increasing  power  to  produce  per  man-hour  depends  liasifally  upon  two 
major  factors:  (1)  The  rate  of  improvement  of  management  technique,  and 
(2)  the  rate  of  improvement  of  productive  etpiipment.  We  should  like  to  con- 
sider these  two  factors,  both  separately  and  together. 

There  undoubtedly  has  been  in  many  directions  improvement  in  management 
tei-hnicpie  since  1929,  especially  during  the  first  2  or  3  years  of  the  depression. 
Comix'titive  conditions  forced,  for  a  time,  more  intensive  attention  to  improve- 
ment in  management  methods,  a  development  in  whith  we  as  managers  t«x)k 
considerable  pride. 

It  is  a  well-known  fact,  how^ever,  that  as  the  depression  proceeded,  many 
companies,  in  fact  a  large  proix>rtion  of  companies,  had  to  throw  overlward  the 
advances  which  they  had  made  and  to  abandon  their  efforts  to  push  forward. 
It  is  also  a  well-known  fact  that  during  the  last  year  and  a  half,  uncertainties 
regarding  lal)or  sentiment  have  in  many,  many  cases  postponed  management 
improvements  which  of  themselves  were  highly  desirable,  but  which  liave  been 
deferred  because  they  might  have  occasioned  misunderstanding  with  labor,  the 
costs  of  which  would  have  been  greater  than  any  savings  which  the  improvement 
in  management  ter  hnique  nught  have  created.  It  is  our  estimate,  tlierefore, 
that  over  the  5-year  pericxi  from  1929  to  19S'4,  it  is  doubtful  whether  a  normal 
rate  of  improvement  in  management  has  been  maintained. 

What  sometimes  appears  to  have  been  an  improvement  of  management  has 
been  actually  due  to  other  factors,  namely,  that  as  the  number  of  employees 
declined  through  the  depression,  and  as  employees  became  more  and  more 
anxious  to  retain  their  jobs,  the  average  efficiency  increased.  It  increased 
partly  because  the  same  individual  employee  increased  his  output  in  order  to 
help  insure  continued  employment,  and  it  increased  also  because  the  best  tj'pe  of 
employee  was  retained  as  long  as  possible,  so  that  the  average  production  per 
man-hour  naturally  rose.  This  we,  as  managers,  regret  to  have  to  admit,  but 
it  is  a  %ct  which  must  be  taken  into  consideration  in  estimating  the  capacity  of 
American  industry  and  commerce  to  produce  a  normal  volume  of  goods  and 
services  such  as  America  experienced  in  the  latter  part  of  the  last  decade. 

While  management  has  maintained  a  fairly  high  standard  and  has  doubtless 
gained  somewhat  over  the  condition  in  1929,  without,  however,  we  believe, 
mnintaining  a  normal  rate  of  improvement,  the  condition  of  American  produc- 
tive equipment  has  not,  as  a  rule,  improved  much,  if  any.  There  has  been 
almost  throughout  the  entire  depression,  and  in  most  of  American  industries 
the  position  still  obtains,  a  marked  disinclination  to  purchase  new  and  improved 
equipment. 

While  the  capital  goods  industries  have  done  their  best  to  design,  man'^- 
facture,  and  sell  new  and  better  equipment,  the  opportunity  to  install  such 
equipment  has  met  with  severe  resistance,  which  accounts  for  today's  low 
condition  of  practically  all  capital  goods  industries.  In  our  opinion,  the  con- 
dition of  productive  equipment  in  American  factories  has  actually  declined, 
due  to  obsolescence  and  wear  and  tear,  so  that  its  condition  today  is  less 
favorable  to  thie  production  of  goods  than  it  was  in  1929.  Certain  it  is  that 
American  industry  has  shown  nothing  like  a  normal  rate  of  improvement  in 
pnjductive  equipment  such  as  that  to  which  we  were  accustomed  in  the  fii*st 
three  decades  of  this  century,  or  during  the  decade  of  the  twenties. 

In  our  opinion,  the  net  effec't  of  the  condition  of  these  two  major  factors 
in  America's  capacity  to  produce,  namely,  the  rate  of  improvement  of  man- 
ngement  technique  and  the  rate  of  improvement  of  productive  equipment,  has 
left  us  little,  if  any  better,  and  possibly  less  well  off  than  in  1929.  and  substan- 
tially behind  where  w^e  would  have  been  after  a  normal  rate  of  improvement 
had  the  5-year  depression  not  intervened. 

V.  A  REjnJCTION  IN  THE  AVERAGE  WORK  WEIEK  IS  BASE3)  ECONOMICALLY  ON  THE 
rate  OF  IMPROVEMENT  OF  SUCH  MANAGEMENT  TECHNIQUE!  AND  OF  PRODUCTIVE 
EQUIPMETNT 

We  recognize  that  increasing  leisure  through  reduction  in  the  average  work 
week  is  a  desirable  res^ult  up  to  certain  limits,  wdiich  indeed  may  be  changing 
limits.  In  recognizing  this  principle  we  must,  however,  take  into  considera- 
tion that  it  is  a  normal  individual's,  including  worker's,  desire  to  have  a  mode 
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of  expression  for  his  creative  effort,  which  expression  for  most  workers  find^ 
Its  major  expressum  in  w<»rk.  Industry  itself  has  an  interest  in  the  increase 
m  leisure,  at  least  to  the  extent  that  it  provides  tlie  times  for  tiie  consumpiion 
of  the  prwhicts  of  industry. 

Industry,  however,  cannot  accept  the  idea  thnt  leisure  through  recluction  of 
the  working'  week  can  he  created  oconomicaliy  to  sucli  an  extent  that  normal 
vohnne  of  ;ioo(ls  and  services  cannot  lie  i)roduced  to  the  current  stajre  of  de- 
veloi)ment  of  industrial  processes.  We  tirmly  believe  tbat  tiiere  would  !)e  a 
gradual  and  voluntary  reductiou  in  tlie  workweek  of  industry  as  economic 
and  industrial  conditions  permit  it.  Already,  what  am<»unts  to  a  somewhat 
forced  reduction  in  the  working  week  has  taken  place  under  X.  I.  K.  A  We 
do  not  believe  that  the  forcing  of  reduction  of  the  v.-orkweek  can  he  carried 
further,  and  many  and  probably  a  great  majority  of  members  of  the  electrical 
manufacturing  industry  believe  that  any  further  forcing  of  reduction  of  the 
workweek  would  b(^  disastrous,  and  beyond  economic  possibilities. 

VI.   IT  IS  UTTEBLY  IMPRACTICABLE  TO  PRODUCE  THE  VOLUME  OF  GOODS   AND   SERVICES 
WHICH    AMKUICAN     INDUSTRY    AND    COMMKKCE    SHOULD    NOi;MALLY    PRODT'CE     AND 
SELL,  AND  THE  AMERICAN"  PEOPLE  SHOULD  CONSUME.   IN   THE   30-HOUR  WEEK   PRO- 
POSKD  BY  SOME  SECTORS  OF  ORGANIZED  AMERICAN   LABOR,   AND  IN   THE  BILLS 

It  is,  therefore,  our  firm  conviction  that  the  30-hour  week   is  utterlv   im- 
practicable. 

>ye  do  not  believe  that  anything  like  a  normal  volume  of  goods  and  services 
wluch    American    industry   and   commerce   should   normallv    produce   and   sell 
and  the  American  people  should  consume,  can  he  produced  in  an  average  30- 
hour  week. 


VI r.    THE    SHOUT-TERM 


EFFECTS    WOULD    RE    DISTURBING 
ISTING   PRICE   DISPAKITIES 


AND    WOULD    AGGRAVATE    EX- 


The  issues  involved  are  clear  cut.  The  proponents  of  this  legislation  de<'lare 
that  its  enactment  will  put  idle  machines  and  j^eople  to  work,  that  it  will  in- 
crease purchasing  power  and  stimulate  production.  These  claims  are  sublect 
to  grave  challenges.  Every  citizen  is  keenly  conscious  of  tlie  unfortunate 
pli^dit  in  which  millions  of  their  fellows  find  themselves,  due  to  unemployment 
Their  plight  deserves  every  consideration.  Xevertlieless,  the  fundamental  con- 
cept underlying  this  bill  must  be  examined  and  weighed  in  the  light  of  wise 
economic  statesmanship. 

As  a  long-term  policy,  the  proposal  is  unsound  and  indefensible.  It  is  based 
on  the  "  scarcity  theory  ",  that  there  is  only  so  much  to  go  around  and  onlv 
so  many  jobs  to  be  filled.  As  a  short-term  policy  "for  the  duration  of  aii 
emergency  ",  it  ignores  the  fact  that  reemployment  is  something  more  than  a 
problem  in  the  arithmetic  fixing  of  hours  of  a  work  week.  Will  its  enactment 
actually  increase  employment?  What  effects  would  such  legislation  have  upon 
costs  of  production,  upon  prices?  How  would  the  legislation,  if  enacted  affect 
the  relationship  between  agricultural  prices  and  the  products  the  farmers 
must  buy?  Would  it  affect  adversely  the  farmer's  improved  purchasing  power? 
Would  it  increase  purchasing  power  in  general?  What  effect  would  it  have 
on  our  foj-eign  trade? 

Even  though  quantitative  answers  could  be  had  to  these  grave  questions 
there  would  still  remain  the  question  as  to  the  wisdom  and  the  expediency 
of  imposing  on  commerce  and  industry  an  arbitrary  mandate  of  this  char- 
acter. The  imposition  of  such  legislation  must  inevitablv  disturb  and  distort 
all  existing  business  relationships.  Rather  than  restore  equilibrium  and  facili- 
tate recovery,  it  will  create  disequilibrium  and  retard  recovery.  It  will  distort 
price  levels  and  accentuate  existing  maladjustments  in  price  relationships. 


VIIL 


THE  LONG-TERM  EFFECTS   WOITLD  BE  ADVERSE  TO  MEETING  OUR  ASPIRATIONS  FOR 

CONSUMPTION 


Any  proposal  which  is  designed  to  restrict  employment  to  a  30-hour  week 
for  the  long  term,  is  the  direct  antithesis  of  the  concept  of  "  the  more  abundant 
life." 

It  is  generally  admitted  that 


V. 


tial  demand  is  large  enough  to  absorb  a  productive  capacity  in  excess  of  that 
available  in  1929.  The  Brookings  Institution,  after  a  careful  survey,  con- 
cludes that,  "  the  United  States  has  not  reached  a  stage  of  economic  develop- 
nuMit  in  which  it  is  possible  to  produce  more  than  the  American  i)eople  as  a 
^^hole  would  like  to  consume.* 

The  concept  of  "  the  more  abundant  life"  is  predicated  on  a  steadily  increas- 
ing volume  of  goods  and  services,  made  available  to  all  in  increasing  quantities. 
Again  the  Brookings  Institution  concludes  that.  "  We  cannot  materially  shorten 
the  working  day  and  still  produce  the  quantity  of  gooils  and  services  which 
the  American  ptH)ple  aspire  to  consume.^ 

As  we  have  said,  the  average  work  week  in  1929  was  approximately  50  hours. 
No  one  will  contend  that  the  volume  of  goods  prmluced  in  that  ye;ir  was 
excessive.  As  a  long-term  i)roposal,  then,  the  80-hour  week  is  indctensible. 
Again  we  quote  the  findings  of  the  Brookings  Institution: 

"  To  summarize  :  If  we  have  a  30-hour  working  week  with  complete  utilization 
of  our  lalK)r  force  and  productive  establishment,  and  then  assume  a  universal  in- 
crease in  efficiency  in  agriculture,  mining,  manufacturing,  transportation,  mar- 
keting, and  other  branches  of  industry  of  as  mu<li  as  25  percent,  we  could  still 
have  a  productive  output  considerably  smaller  than  in  1929.  Unless  we  can  be 
sure  of  a  vast  increase  in  productive  efficiency  the  working  day  cannot  be  appre- 
ciably shortened  without  a  curtailment  of  production,  and,  inconsequence,  with- 
out reducing  con.sumi)tion  standards  l>elow  the  le^■el  of  1929.**  ^ 

IX.    THE  30-HOUR  WEEK  WOULD  DECREASE  PURCHASING  POWF31   AND  RETARD  RECO^'ERY 

The  enactment  of  such  legislation  as  an  emergency  measure,  cannot  be  justi- 
fied, if  all  the  factors  are  considered.  Admitting,  for  pun^oses  of  discussion, 
that  the  arbitrary  reduction  of  the  work  week  to  30  hours  would  tend  to  reem- 
idoy  those  now  idle,  the  question  still  remains,  at  what  price  such  reemployment 
would  be  achieve<l.  In  the  first  place,  it  does  not  follow  that  a  reduction  of  25 
I>ercent  from  the  prevailing  40-hour  week  would  mean  a  corresponding  percent- 
age increase  in  employment. 

In  order  to  maintain  the  purchasing  power  of  those  now  employed,  it  would  be 
necessary  to  increase  prevailing  wages  33%  percent,  in  general.  Obviously  such 
a  drastic  increase  would  be  reflected  in  costs  of  production  and  in  the  prices  of 
goods  and  services.  Either  prices  must  advance  immediately  or  concerns  would 
be  faced  with  the  necessity  of  absorbing  additional  losses.  The  cost  of  living 
would  advance  and  inevitably  real  wages  would  decline.  There  can  be  no  con- 
jecture regarding  the  effects  of  such  legislation  on  costs,  prices,  and  real  wages. 
It  has  been  claimed  that  a  20-percent  increase  in  wages  would  result  only  in  a 
3.3  percent  increase  in  the  price  of  products.  Again,  a  study  made  by  the  Brook- 
ings Institution,  of  the  effect  of  wage  increases  upon  prices  under  codes  *  ♦  * 
shows  that  the  prices  of  manufactured  commodities  and  the  wage  rates  of  the 
labor  engaged  *  ♦  *  had  roughly  an  equivalent  increase."  *  No  one  can 
forecast  what  effect  such  legislation  would  have  on  prices,  since  there  were  other 
factors  under  the  codes.  The  estimate  of  3.3  i)ercent  does  not  deserve  serious 
consideration. 

As  an  emergency  measure,  then,  it  is  contended  that  the  proposed  bill  will  not 
effectuate  the  declared  purposes  of  its  proponents.  Rather,  that  it  will  decrease 
purchasing  power  and  retard  production  and  delay  the  promotion  of  the  happi- 
ness and  comfort  of  the  i)eople. 

We  are  emerging  from  the  most  severe  depression  this  country  has  ever  experi- 
enced. Nothing  else  so  mucli  as  long  range  confidence  is  needed  at  this  time  to 
facilitate  the  forces  of  recovery  now  in  motion.  The  enactment  of  this  legisla- 
tion could  result  only  in  the  retardation  of  recovery  through  the  inpection  of 
further  elements  of  uncertainty.  It  must  inevitably  prove  (ietrimental  to  those 
very  i)ersons  whom  it  is  proi>osed  to  benefit.  In  the  final  analysis,  its  path  lies 
away  from  and  not  toward  the  "  more  abundant  life  ".  A  wise  statesmanj^hip 
will  reject  such  a  measure  as  contrary  to  the  public  interest 


1  The  Brookings  Institution,   Th«>  Thirty-Hour  Week,   p.   3. 

-  America's   Capacity    to   Consume,   pp.    127-130. 

8  Idem.,    p.    180. 

*  The  Thirty-Hour  Week,   p.   15. 


is  generally  admitted  that  a  vast  potential  demand  for  both  consumers 
and  durable  goods  exists  throughout   the  country.     Furthermore,   this   poten- 
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Statemknt  of  C.  D.  Hudson,  Manage!^  National  Wooden   Box  Association 

m.^i^rj'^Sl''''  •  ^^f  ^^^^^<^nn\  Wooden  Box  Association,  representing  approxi- 
mate  y  y(K)  inanufaetinei-s  of  wm»den  boxes  and  crates,  operating  throul'liout 
the  United  States  wishes  to  go  on  record  with  your  cominiUee  as  being  omS 
to  enactment  of  the  BJacl?  80-hour  bill  (  S-87).  "PlHiseu 

Manufacturers  of  wooden  boxes  and  crates  use  more  than  18  percent  of  all 
lumber  cut  annually  in  the  United  States  in  the  production  of  containers.  This 
IS  low  gi-ade  lumber  and  is  not  suitable  for  construction  purr>oses  The 
wooden  box  industry,  therefore,  reprt^ents  an  essential  outlet  for  more  than 
one-eighth  of  the  Nation's  lumber  production  (p.  2,  Technical  Bulletin  171 
U.  S.  Department  of  Agriculture).  ' 

The  i)roducti(m  of  wmnlen  boxes  and  crates  is  not  highly  mechanized  The 
S!i/2?.TJr^  *^!?!P'''i'  between  40,(K)0  and  45,000  men,  producing  approximately 
$40,000,000  worth  of  products  annually.  In  view  of  the  fact  that  low-grade 
luniber  represents  the  raw  material  of  this  industry,  the  labor  content  of  the 
hnished  product  is  necessarily  high,  reiiresenting  approximately  25  percen 
ot  the  market  price  oyer  and  above  any  lal>or  inyohed  in  the  production  o\ 
the  lumber. 

The  keenest  competitor  of  wooden  boxes  is  the  solid  and  corrugated  fiber 
container  industry  which,  by  comparison,  is  highly  mechanized  and  therefore 
employs  considerably  less  labor  i>er  dollar  of  finished  product. 

Prior  to  the  signing  of  the  lumber  cwle  by  the  President- August  19  1933, 
crate  and  box  manufacturers  throughout  the  Nation  paid  a  minimum'  wage 
averaging  from  50  cents  to  75  cents  per  day  in  the  South  to  15  cents  and  20 
cents  per  hour  in  the  North  and  Pacific  coast  regions  respectively  When 
the  lumber  code  became  effective,  wage  scales  were  increased  from  50  cents 
to  2(K)  iKircent,  the  minimum  bases  being  23  cents  in  the  Soutli,  30  cents  in 
the  Eastern  and  Northern  States,  and  40  cents  w^est  of  the  Rocky  Mountains. 
At  the  same  time  the  industry  was  placed  on  a  40-h()ur  maximuin  week  In 
order  that  the  industry  might  be  in  position  to  absorb  this  sudden  increase 
in  the  labor  burden,  steps  were  taken  toward  securing  legal  approval  of  mini- 
mum pric(?s,  representing  weighted  average  cost,  to  enable  the  industry  to 
recover  out-of-the-pocket  manufacturing  expenses.  On  December  22,  1934, 
as  the  result  of  lack  of  compliance  by  certain  lumber  producers,  mi'nimuin 
prices  on  all  lumber  and  timber  products  were  suspended  by  the  National 
Recovery  Administration. 

The  National  Wooden  Box  Association  and  the  10  regional  associations 
which  comprise  it  have  exi)ended  a  vast  amount  of  monev  and  energy  in 
securing  compliance  in  regard  to  wage  and  hour  provisions  of  the  lumber  code. 
Records  indicate  that  the  industry  has  cooperated  fully  in  the  rw^overy  program 
by  assuming  its  full  share  of  the  burden  in  the  reeniployment  of  men  and  in 
the  payment  of  increastnl  wage  scales.  Under  the  present  40-hour  maximum 
week  provision  of  the  lumber  code,  the  industry  has  been  severely  handi- 
capi^ed  in  meeting  the  demands  of  its  customers.  Approximately  50  percent 
of  the  volume  is  made  up  of  fruit  and  vegetable  containers.  Many  manufac- 
turers of  boxes  and  crates  operate  only  6  months  of  the  year  and  possibly  are 
compelled  to  concentrate  most  of  their  production  in  3  months.  This  would 
apply  particularly  to  manufacturers  providing  apple  boxes  or  citrus  crates. 

Since  the  box  and  crate  industry  furnishes  containers  largely  for  consmiler 
goods,  it  is  subject  constantly  to  feast  or  famine;  workmen  are  laid  off  one 
week  and  on  the  following  week  could  be  given  00  hours  of  employment,  if  the 
law  permitted. 

Under  these  conditions  few  manufacturers  have  been  able  to  give  employees 
as  high  as  35  hours  ix'r  week  of  employment  over  any  G  months  period.  Reports 
for  the  8  months  extending  from  March  to  October,  inclusive,  1934,  covering 
apijroximately  315  plants,  employing  approximately  15,000  men,  show  an  aver- 
age employment  of  32.5  h(»urs  ym'  week  for  this  35-hour  i^eriod.  This  covers 
the  best  ojje rating  months  of  the  year. 

Under  these  conditions  it  is  ai)parent  that  a  30-hour  maxium  week  will  give 
little  promise  of  adding  to  the  pay  roll  of  manufacturers  of  boxes  and  crates 
It  would  promise,  chiefly,  a  further  handicap  and  increase  in  costs  in  attempting 
to  meet  the  seasonal  and  unexpected  demands  of  industry  and  agriculture. 

Considerable  pressure  lias  been  brought  on  our  industry  to  prevent  higher 
prices  for  fruit  and  vegetable  containers.  It  is  recognized  that  growers  and 
orchardists  cannot  hoi^e  to  recover  excessive  packing  costs.  At  no  time  during 
the  last  16  months  have  current  prices  on  these  containers,  as  chargc^d  by  our 


industry,  represented  as  much  as  weighted  average  cost  of  production.  In  the 
absence  of  any  price  control  under  the  lumber  code,  destructive  competition 
has  developed  in  many  markets  and  operators  are  faced  with  a  serious  burden 
in  their  attempt  to  maintain  present  wage  and  hour  provisions. 

To  increase  this  burden  at  the  present  time  will  invite  bankruptcy  for  the 
operator  who  attempts  to  abide  by  the  law  and  will  induce  complete  noncompli- 
ance on  the  part  of  the  operator  who  is  not  at  present  favorable  to  code 
regulations. 

Crate  and  box  manufacturers,  like  all  other  groups  of  the  lumber  and  timber 
products  industry,  have  been  ret^juired  by  the  administration  to  make  a  tremen- 
dous financial  contribution  to  recovery  during  the  last  16  months.  The  original 
agreement  as  understood  by  industry  calleil  for  the  assumption  of  higher  labor 
costs  with  the  privilege  of  minimum  price  control.  The  administration  found 
it  necessary  to  suspend  operation  of  the  price-control  feature  of  the  code  but 
the  labor  burden  must  still  be  carried  by  the  industry. 

The  situation  is  precarious  and  in  many  areas  threatens  to  develop  into 
open  revolt.  Through  strong  leadership  and  pressure  of  public  opinion  every 
possible  effort  is  being  extended  to  avert  a  breakdown  in  general  comj)liance. 
An  added  burden  of  costs  and  increased  rigidity  in  hours  of  labor  at  this  time 
would  defeat  the  recovery  aims  of  both  the  industry  and  the  administration. 


Statement  of  Ward  Cheney,  Chairman,  Code  Authority  for  the  VEr>VErr 

Industry 

As  chairman  of  the  code  authority  for  the  velvet  industry,  I  desire  to  file 
with  the  subcommittee  the  following  statement  in  opposition  to  S-87,  a  bill 
generally  known  as  the  "  30-hour  week  bill."  It  is  respectfully  requested  that 
this  letter  be  included  in  the  record  of  the  committee  hearings  on  this  bill  in 
lieu  of  oral  testimony  before  your  committee. 

It  is  recognized  by  the  members  of  the  velvet  industry  that  the  principal 
purpose  of  the  proix>sed  legislation  is  to  grant  employment  to  a  larger  number 
of  workers  at  the  same  rate  of  pay  as  may  prevail  for  a  longer  work  week 
in  effect  at  the  time  of  passage  of  the  act. 

'  Generally  si)eaking,  we  are  of  the  opinion  that  it  is  not  the  function  of  the 
Federal  Government  to  usurp  the  power  of  arbitrarily  establishing  a  limited 
number  of  hours  of  work  for  all  Industry.  With  Government  supervision 
under  the  N.  I.  R.  A.,  each  industry  has  been  enabled  to  elect  a  scale  of 
operation  best  suited  to  its  individual  needs.  We  think  that  this  system  is  far 
more  practical  than  state-wide  or  national  control  of  industry  in  general.  It 
allows  a  flexibility  to  a  degree  which  permits  each  industry  to  care  for  its 
own  peculiar  problems. 

However,  it  must  be  recognized  also  that  due  to  certain  inherent  character- 
istics some  indu.stries  cannot  practically  or  economically  operate  under  re- 
strictions as  outlined  in   S-87. 

The  velvet  industry  depends  for  its  existence  almost  solely  upon  style  trends 
and  fashion  acceptance.  The  momentum  in  the  market  is  dependant  to  an  ex- 
treme degree  upon  the  showings  of  the  couturiers  of  Paris.  Some  indication  of 
trend  toward  certain  types,  colors,  and  characteristics  of  fabric  may  be  obtained 
from  the  showings  in  early  February  each  year,  but  it  is  not  until  fall  season 
garments  are  shown  in  ^lay  that  authentic  information  may  be  gathered  as 
to  what  will  almost  surely  "  be  good."  Because  of  this  uncertainty  and  be- 
cause the  great  bulk  of  velvet  is  sold  only  for  fall  consumption,  velvet  manu- 
facturers cannot  begin  to  manufacture  fabrics  on  a  production  basis  at  the 
very  earliest,  before  March  15  or  April  1.  Production  is  increased  on  wanted 
articles  in  May  and  June,  after  the  second  Paris  showings  and  the  i)eak  of 
production  takes  place  in  July,  August,  and  September.  October  generally 
sees  a  slackening  of  production  with  virtually  a  shutdown  from  November  15th. 

For  years,  promotional  efforts  have  been  devoted  to  trying  to  develop  fabrics 
which  might  be  used  during  the  present  "  off  "  season,  but  those  efforts  thus  far 
have  been  of  little  avail  from  the  viewpoint  of  volume  sales. 

Therefore,  we  are  faced  with  the  problem  of  being  able  to  run  mills  at  i)eak 
production  during  only  three  months.  If  the  fall  season  is  lost  through  in- 
sufl^cient  production,  there  is  no  salvation  in  sight  until  the  following  year. 
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The  code  of  fair  competition  for  tlie  velvet  industry  has  limited  operation  of 
pro(hiotive  machinery  t<»  two  shifts  of  40  hours  each,  and  some  members  of 
the  Iruhistry  have  compUiined  durinj?  tlie  past  year  that  they  have  been 
seriously  hami>f>reil  and  a  further  restriction  of  op(»rati(m  would  be  extremely 
injurious  to  the  manufacturer  with  limited  productive  facilities. 

Wajres  paid  weavers  are  higher  than  other  textile  industries,  also  due  to 
the  existence  of  iieak  and  didl  seasons,  and  to  the  sui^erior  skill  deman<led  of 
velvet  weavers  particularly.  There  is  not  an  oversupply  of  skilled  velvet 
workers  available  at  present,  and  it  is  the  opinion  of  members  of  the  Industry 
that  a  shorrer  work  week  would  merely  brinj;  alxmt  a  slight  increase  in  em- 
ployment and  that  of  learners  or  inexperienced  workers  who  would,  by  i>»or 
work,  create  more  substantial  losses  to  manufacturers.  A  majority  of  the 
velvet  looms  in  the  Industry  are  located  in  Connecticut,  and  while  a  shifting 
about  of  employees  there  mi^ht  be  possil)le,  mills  in  other  States,  such  as  New 
York,  New  Jersey,  and  Pennsylvania,  migrht  be  unable  to  obtain  additional 
workers. 

It  would  be  difficult  to  establish  an  increase<l  shift  to  oci'upy  looms  with 
the  available  skill. 

There  is  another  point  to  be  considered,  when  contemplating;  a  bill  such  as 
S-87.  Production  costs  have  been  increased  materially  by  the  restrictnms  al- 
ready placed  on  hours  and  waives  under  the  N.  I.  K.  A.  A  comi)ensating  pro- 
tection lias  not  been  jrranted  to  domestic  prtMlucts  by  an  increase  in  tariff  rates 
(m  imjvorted  commodities.  If  costs  were  further  increased,  foreign  manu- 
facturers would  be  favored  to  a  more  appreciable  extent.  The  present  'pi'<^- 
posal  does  not  specify  any  relief  a^inst  the  possibility  of  increased  imp<irta- 
tions. 

Enforced  provisions  of  N.  I.  R.  A.  codes  seems  to  us  by  far  the  moi-e  logical 
method  of  controlling  the  industrial  unemployment  situation  than  by  limiting 
hours  of  work  on  the  basis  of  manufacture  of  commodities  going  into  interstate 
commerce.  * 

Therefore,  the  velvet  industry  opposes  a  favorable  report  bv  vour  committee 
on  S-87. 


Statement  on  Behalf  of  the  American  Trucking  Associations,  Inc. 

The  American  Trucking  Ass(x*iations,  Inc.,  is  a  national  association  com- 
posed (»f  more  than  1(K>  local  and  State  associations  whose  members  are  those 
engaged  in  the  business  of  trans] jorting  in-operty  over  the  pul>licly  used  road- 
ways by  motor  vehicles:  being  the  organization,  wjiich  representing  the  industry 
of  trucking,  secure;!  the  Code  of  Fair  <\)mpetition  now  in  force  for  that 
Industry. 

The  American  Tru  king  Associations,  Inc.,  is  opp<»se(l  to  the  pas-sage  of  the 
bill  in  question  and,  on  behalf  of  its  niembershii>  (*f  State  associations,  most 
earnestly  urges  that  the  bill  be  not  enacted  into  law  for  the  reasons  hereinafter 
set  forth  as  follows: 

1.  A  8d-hour  week  would  be  impracticable  of  application  in  the  trucking 
industry. 

2.  The  adoption  of  a  HO-hour  week  would  produce  an  unfair  cf»niix?titive 
condition  f(»r  the  trucking  industry  in  competition  with  rail  carriers  and 
water  carriers  who  would  not  be  subject  to  the  same  limitations. 

o.  The  adoi)tion  of  a  3()-hour  week  would  produce  unfair  competitive  con- 
ditions within  the  trucking  industry  as  between  those  members  of  the  industry 
who  are  also  employers  as  against  members  of  the  industry  who  own  and 
oi)erate  their  own  trucks.' 

4.  The  Trucking  Code  furnishes  an  adtniuate  vehicle  f<»r  increased  employ, 
ment  in  the  trucking  industry  wi^^bout  the  intervention  of  arbitrary  legislative 
provisions  as  in  this  act  proiK>se<I. 

impracticable  of  operation 

The  trucking  industry  is  engaged  in  a  service  oi)eration,  that  of  transporta- 
tion, and  must  accommodate  itself  to  the  needs  of  the  shiiipers  which  it  serves. 
It  moves  all  types  of  proiJerty,  including  i)erishable  goods  from  farm  and  fac- 
tory, raw  materials,  and  tinishetl  ijroduct.  Some  operations  retiuire  highly 
specialized  employees  difficult  of  replacement. 


Other  oiierations  require  movements  which  extend  from  a  base  oftentimes 
for  periods  in  excess  of  3  week,  making  the  necessity  of  averaging  hours  of 
employment. 

The  trucking  industry  at  the  depth  of  the  depression  had  little  or  no  unem- 
ployment. The  industry  has  been  constantly  growing  and  a  limitation  of  30 
hours  would  present  a  difficulty  of  replacement.  If,  through  lack  of  personnel, 
the  curtailment  of  these  service  operations  were  necessary,  the  result  might 
increase,  rather  than  decrease,  unemployment  in  industries  dependent  on  this 
Industry  for  transiK)rtation. 

The  impracticable  operation  of  a  .SO-hour  week  is  further  reflected  in  suc- 
ceeding discussion  herein. 

The  trucking  industry  is  essentially  an  industry  of  sersrice.  As  such  its 
regularity  of  employment  and  its  regularization  of  hours  is  limited  on  all 
sides  by  the  demands  of  the  7,000  other  industries  of  which  the  trucking 
industry  is  a  servant.  In  the  for  hire  industry  alone,  there  are  seven  distinct 
classifications  of  typew  of  operation  each  one  of  which  is  at  the  time  of  serv- 
ice an  integral  part  of  the  industry  which  it  is  serving.  The  contract  carrier, 
for  example,  is  most  decidedly  at  the  beck  and  call  of  the  party  who  hires 
the  use  of  the  vehicle.  If  it  becomes  necessary  in  contractual  work  to  give 
service  during  business  peaks  and  rush  periods,  the  contractor  who  undertaket? 
to  comply  with  the  requirements  of  his  contract  is  subject  to  the  desires  and 
the  whims  and  fancies  of  the  industry  of  which  he  is  at  that  time  serving. 

Conunon  carriers  engaged  on  both  regular  and  irregular  routes  are  likewise 
at  the  mercy  of  the  demands  of  the  industries  which  they  assist.  During 
rush  periods  such  as  holiday  seasons  or  sudden  changes  of  climate  calling  for 
an  influx  of  merchandise  to  small  trading  centers,  these  operators  nmst  if  they 
expect  to  retain  the  goodwill  of  their  clients  comply  with  the  demands  of 
the  industry  for  which  they  are  working. 

productive  of  unfair  coMPETririvE  conditions  with  rail  and  waterways 

The  field  of  transportation,  of  which  the  trucking  industry  is  a  part,  in- 
volves other  types  of  carriers,  either  uncontrolled  or  controlled  under  legis- 
lation allowing  a  greater  work  week  than  in  this  legislation  proposed.  These 
other  forms  of  transportation  require  and  are  allowed  the  necessary  flexibility 
to  meet  the  operating  conditions  required  of  their  type  of  service. 

The  limitation  of  hours  of  labor  proposed  l>y  this  bill  would  materially  handi- 
cap unfairly  the  transportation  of  property  by  trucks  in  interfering  with  the 
ability  of  the  trucker  to  serve  the  needs  of  transportation  would  react  in 
favor  of  competing  types  of  transportation. 

The  field  of  truck  transportation  as  productive  of  employment  is  vast  beyond 
the  comprehension  of  the  average  person.  The  transportation  of  the  same 
quantity  of  property  by  truck  is  several  times  as  productive  of  iiersonal  em- 
ployment as  would  be  the  movement  of  such  property  by  rail.  A  railroad  train 
will  transport  from  10.000  to  14,000  tons  in  the  hands  of  a  single  train  crew 
consisting  of  5  or  6  men.  The  transportation  of  10.000  tons  by  truck  will 
require  in  crew  personnel,  in  10-ton  trucks,  not  less  than  1,000  employees. 
It  can  readily  be  seen  that  in  great  shifting  of  transportation  from  trucks  to 
rails  which  would  be  i)roduced  by  this  unfair  rail  advantage  would  be  produc- 
tive of  unem})loyment  which  would  materially  over  balance  any  theoretical 
increase  in  employment  to  result  from  lessened  hours. 

PRODUCTIVE  OP  unfair  competitivi:  conditions  within  the  industry 

Transportation  by  truck  in  the  United  States  is  estimate<l  as  involving  in 
excess  of  two  million  vehicles  with  an  average  ownership  of  less  than  two 
trucks  per  owner.    The  great  majority  of  these  trucks  are  owner  driven. 

The  proposed  legislation  would  be  applicable  only  to  employees.  The  restric- 
tion of  hours  would  result  in  handicapping  transiKjrtation  operations  involving 
employees  which  transportation  operations  would  be  thereby  unfairly  affected 
in  competition  with  the  owner-driven  truck.  This  would  tend  to  drive  the 
traffic  from  the  employee-driven  truck  to  the  owner-driven  truck  which  owner- 
driven  truck  would  have  the  a<lvantage  of  greater  flexibility  in  hours  of  service. 
This  wouhl  generally  produce-  unenii>loyment  on  the  part  of  those  unable  to  buy 
trucks  rendering  the  whole  trucking  industry  less  stable  by  reason  of  restricted 
financial  ability  on  the  part  of  proprietary  individual  operations  inadequately 
financed. 
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TRUCKING  CODE  ADEQUATE  ¥X>VL  INCREASING   EMPLOYMENT 

On  February  10,  1934,  there  was  adopted  a  Code  of  Fair  Competition  for  the 
Trucking;  Industry,  copy  of  which  is  attached  hereto.  Included  in  this  code  are 
provisions  ^overnin^  the  hours  and  waj;es  of  employees. 

Under  this  code,  which  by  administrative  order,  temi>orarily  applies  only  to 
"for  hire"  operators,  there  have  been  i*egistered  with  tlie  State  code  authorities 
in  excess  of  800,(KX)  trucks,  the  owners  of  which  are  complying  with  the  condi- 
tions of  the  code.  This  compliance  is  materially  improviiisjc  labor  conditions 
within  the  industry  having  the  effect  of  increasing  the  number  of  individuals 
employed  in  the  industry. 

It  should  be  borne  in  mind  that  this  process  is  not  a  trucking:  reemployment 
process  l)ut  rather  an  increase  in  truckin.e:  employment  as  distini;ulsh(^  from 
reemployment.  Motor-truck  rejLjist ration  had  decreased  from  the  year  1929  to 
the  year  1983  only  0.045  percent,  hence  the  additional  employment  which  has 
taken  place  within  the  trucking?  industry  during  the  peritnl  of  the  code  has  been 
the  employment  of  workers  to  a  large  extent  not  formerly  associated  as  em- 
I)loyees  of  the  trucking  industry. 

Many  reports  have  reached  the  National  Code  Authority  to  the  effect  that 
there  is  a  scarcity  of  skilled,  comi>etent,  careful,  and  safe  operators  of  motor 
vehicles.  Such  new  employees  as  have  been  includeti  in  the  ranks  of  the  work 
of  this  industry  have,  therefore,  been  employees  requiring  training.  It  is 
obvious  that  it  is  against  public  policy  to  place  motor  vehicles  nmning  over  the 
publicly  used  roadways  in  the  hands  of  unskilled  or  incompetent  employees.  So 
that,  if  it  were  reasonably  possible  to  adjust  hcmrs  to  30  per  week,  which  it 
is  not,  then  in  that  event,  such  adjustment  in  the  interest  of  public  i>olicy 
should  not  l>e  made  with  unwarranted  haste.  It  is  l)elieved  that  the  present 
reduction  in  hours  under  the  code  has  produced  as  much  of  a  burden  of 
assimilation  as  safety  will  justify. 

Any  reduction  in  liours  in  industry,  particularly  the  trucking  industry,  re- 
quires public  sentiment  in  the  industry  for  its  support  in  enforcement.  The 
Code  of  Fair  Competition  for  the  Trucking  Industry  provides  the  machinery 
whereby  the  industry  itself,  through  code  authorities  representatively  chosen, 
may  as  rapidly  as  possible  adjust  working  hours.  This  matter  being  in  the 
process  of  careful  liandling  by  these  representatively  chosen  code  authorities 
assures  the  necessary  supix)rting  industry  opinion  to  accomplish  effectiveness. 

It  will  be  noted  in  the  code  that  provision  is  made  for  industrial  relations 
boards,  one  for  the  Nation,  with  sub-State  Ixianls,  on  which  boards  both  em- 
I)loyers  and  emi)loyees  are  represented.  This  produces  the  assurance  of 
progressive  improvement. 

The  trucking  industry  is  an  industry  which  prior  to  the  code  presented 
no  authentic  s(mrce  of  information  and  no  adequate  facilities  or  comprehensive 
plan  for  study.  The  code  furnishes  the  facilifes,  and  r(^gistration  thereunder 
the  s(mrce  for  comprehensive  study  of  the  industry.  Committees  are  at  work 
on  such  problems  as  8-hour  day,  off  duty  and  deadheading,  and  altogether 
the  co<le  is  satisfactorily  accomplishing  a  i)uri)ose  which  by  the  passage  of 
this  legislaticm  would  be  greatly  retarded  if  not  absolutely  defeated. 

Under  the  code  the  reduction  of  hours  therein  affected  is  possible  of  being 
averaged  which  is  the  only  practical  method  of  dealing  with  transportation. 

If  should  also  be  remembered  that  competition  with  other  tyi)es  of  com- 
peting transportation  effectively  sets  a  top  to  trucking  transportation  charges. 
Increased  burden  of  t»xpense  too  rapidly  accomplished  and  increased  com- 
petitive advantage  which  would  result  from  imi)racticable  visitation  of  hour 
restrictions  would  only  tend  to  the  decrease  of  employment  in  this  industry 
thus  accentuating  rather  than  relieving  any  emergency  condition.  In  view 
of  these  circumslances  it  is  resi)ectfully  urged  that  this  proposed  legislation 
be  not  enacted  into  law. 


Statement  of  James  L.   Davidson,   Secretary,   Alabama   Mining   Institutb 

Being  informed  that  hearing  being  conducted  by  the  subcommittee  of  the 
Judiciary  Conmiittee  of  the  Senate  of  the  United  States,  on  S.  87, 
by  Senator  Black,  will  terminate  before  this  week-end,  and  that  your  com- 
mittee will  not  have  time  to  hear  representitives  of  the  coal  industry  of 
Alabama,  we  take  this  means  of  conveying  to  your  honorable  committee  our 
earnest  protest  against  favorable  action  on  the  bill. 


Our  reasons  are  that  the  provisions  of  the  bill,  if  enacted  into  law  and 
put  into  effect,  would  work  great  detriment  to  the  coal,  iron,  and  steel  pro- 
ducing concerns  in  Alabama  and  to  the  employees,  and,  particularly,  to  their 
employees  engaged  in  mining  coal  in  Alabama,  liecause  of  the  fact,  among 
others,  that  geological  conditions,  including  broken-up  strata,  thin,  pitching 
seams  of  coal,  practically  all  of  which  have  one  or  more  partings  of  slate  or 
bone  coal,  and  other  adverse  physical  conditions  underground,  difficulty  in  min- 
ing, cleaning,  assembling  and  rais  ng  the  coal  to  surface,  and  washing  or 
cleaning  same  when  raised,  as  well  as  that  the  working  faces  of  practically 
all  mines  in  Alabama  being  long  distances  from  the  surface  and  the  length 
of  time  necessary  in  transporting  the  workimen  to  and  from  the  working  places 
being  greater  than  if  the  mines  were  more  recently  opened,  also  difliculty 
and  delay  in  distribution  of  empty  cars  make  it  impractical  and,  we  might 
say,  impossible  to  produce  coal  in  Alabama  on  6-hour-shift  basis  without 
entailing  unbearable  expense  and  increased  cost  of  production  beyond  the 
ability  of  the  oi)erators  to  market  their  product  in  competition  with  natural 
gas,  fuel  oil,  wood,  and  hydroelectricity.  As  a  consequence  thereof,  many, 
if  not  all,  of  the  commercial  coal  mines  of  Alabama  would  be  compelled  to 
close,  or  in  a  short  while  l^  thrown  into  bankruptcy,  resulting  in  further 
unemployment  in  the  coal  fields  of  Alabama,  or,  on  the  other  hand,  place 
upon  the  consumers  of  domestic  coal  an  unjustifiable  increase  in  the  cost 
of  fuel  for  heating  their  residences. 

In  addition  to  causing  disemployment  by  inability  of  many  mines  to  operate 
under  conditions  imposed  by  the  bill,  its  provisions  would  work  serious  detri- 
ment to  employees  at  those  mines,  if  any,  which  are  able  to  continue  to 
operate  under  the  provisions  of  the  bill.  Because  from  a  practical  standpoint 
the  pieceworkers,  known  as  "  coal  diggers  "  or  "  loaders  ",  would  not  have  time 
within  the  6-hour  day  to  perform  the  necessary  work  of  caring  for  and  making 
.<^afe  their  working  places  and  also  load  sufficient  tonnage  to  make  a  living  wage 
without  greatly  increasing  the  digging  or  loading  price  now  being  paid.  In 
turn,  the  6-hour  workday  would  throw  a  large  and  unjustifiable  extra  cost 
or  additional  expense  upon  the  consumers  of  coal  in  Alabama  trade  territory. 

It  would  be  impossible  and  impracticable  for  all  but  a  few  coal-mine  operators 
in  Alabama  to  double  shifts  at  their  operations,  for  the  reason  that  the  housing 
facilities  in  the  mine  villages  or  nearby  towns  are  not  adequate  for  taking 
care  of  additional  workmen,  whereas  those  with  the  housing  facilities  would  be 
put  to  large  and  unwarranted  expense  in  so  doing,  and  the  extra  or  resultant 
cost  to  the  consumers  of  coal  would  be  burdensome. 

Furthermore,  were  the  extra  shift  employed,  such  would  operate  to  reduce 
the  working  time  of  the  emplojees  presently  engaged  to  one-half ;  consequently 
their  earnings  would  be  reduced  correspondingly.  Furthermore,  to  split  the 
working  forces  now  engaged  into  two  shifts  would  be  impracticable,  expensive, 
and  of  no  consequent  benefit  to  those  presentl.v  employed.  Therefore  the  pro- 
visions of  the  bill  would  not  increase  employment  in  and  about  the  coal  mines 
in  Alabama,  but  would  operate  to  greatly  decrease  same. 

Were  the  working  time  of  the  mines  confined  to  30  hours  per  week  and  five 
6-hour  shifts,  it  could  only  mean  that  a  large  portion  of  the  employees  would 
receive  only  3  days'  work  in  1  week  and  the  other  crew^  would  receive  only 
2  da.vs'  work  in  1  week,  provided  the  mine  had  orders  to  justify  running  as 
much  as  five  6-hour  shifts  each  \wr  week,  in  which  case  each  employee  would 
get  less  than  2  days'  work  per  week,  or,  in  other  words,  the  working  time 
of  each  crew^  would  be  re<luced  jiroportionately. 

Since  the  N.  R.  A.  ordered  (IMar.  31,  1934)  a  reduction  of  working  hours  at 
coal  mines,  from  8  to  7,  the  operators  producing  conmiercial  coal  in  Ala- 
bama have  lost  to  their  competitors,  above  mentioned,  13  i^rcent  of  their 
business  previously  enjoyed,  and  the  cost  of  producing  coal  has  been  increased 
15  percent  over  the  cost  obtaining  under  the  8-hour  working  day.  All  of  which 
has  to  be  borne  by  the  consumer  or  else  the  mine  must  be  shut  down.  (In 
fact,  several  mines  have  already  been  forced  to  close  down  because  the  extra 
operating  costs  occasioned  by  the  imposition  of  the  7-hour  day,  which  made  it 
impo.ssible  for  these  mines  to  compete  vrith  natural  gas.  fuel  oil,  wood,  and 
hydroelectricity,  and  the  coal  mines  in  other  States  which  have  more  favor- 
able operating  conditions  and  less  cost  of  production.) 

Furthermore,  spee<ling  up  of  operation,  occasioned  by  the  reduction  in  work- 
ing hours  from  8  to  7  per  day,  has  operated  to  materially  increase  accidental 
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Injury,  both  fatal  and  nonfatal,  to  the  employees  engaged  in  mining  coal  in 
Alahama.  The  hazard  to  the  workmen  resulting  from  the  shortening  of  the 
shift  hours,  or  daily  working  time,  is  more  serious  than  the  loss  of  earnings 
to  the  employee  oecasionetl  by  the  unwarranted  imposition  bv  the  agencies  of 
the  federal  Government  of  impractical  and  expensive  or>era*ting  regulations: 
tor  instance,  the  7-hour  day,  wliich  so  increase<l  the  cost  of  production  as  to 
cause  the  Alabama  coal  mines  to  lose  a  large  tonnage  of  business  to  their 
competitors  mentioned  above. 

Whereas  the  adverse  natural  conditions  in  the  coal  fields  of  Alabama,  men- 
tioned above,  make  it  more  dilhcult  and  expensive  to  recover  the  coal  than  in 
any  coal  field  in  the  United  States  east  of  the  Kocky  Mountains,  and  the  coal 
mines  and  the  employees  and  their  families  dependent  thereon  for  livelihood 
would  be  more  disastiously  affected  by  the  operation  of  the  provisions  of 
Senate  bill  8(  by  Mr.  Black,  than  would  the  employees  in  any  other  coal  field 
east  of  the  Mississippi.  And  although  your  honorable  committee  should  l)e 
iniormecl  in  detail  as  to  how  the  provisions  of  the  bill  will  i)eculi;nlv  affect 
adversely  the  coal,  iron  and  steel  industry  in  Alabama,  those  emph)ved  "therein 
and  the  consumers  of  coal  in  the  Alabama  trade  territorv ;  it  api)ears  to  be 
impossible  to  present  the  same  at  this  hearing. 

Therefore,  we  do  hereby  endorse,  sul)scribe,  and  become  a  partv  to  the  brief 
and  testimony  filed  with  your  committee,  respecting  said  bill,  bv' the  National 
Coal  Association.  And  also  we  wish  to  corroborate  the  testimonv  given  bv  the 
witnesses  representing  the  National  Toal  Association  at  the  hearing  you  are 
now  holding,  which  brief  and  testimony  show  conclusivelv  the  detrimental  elYect 
which  the  operation  of  the  bill  would  have  upon  the  coal  industry  of  the  ITnited 
States,  generally,  and  the  employees  engaged  ther(>in. 

We  wish  to  again  earnestly  protest  against  favorable  action  u\x)n  the  bill  bv 
your  honorable  committee,  and/or  the  Judiciary  Ominnttee  of  the  Senate  of 
the  United  States,  and  request  and  petition  that  this  letter  be  read  before  your 
committee  prior  to  close  of  hearing  and  t)»at  the  same  be  entered  as  testimony 
at  the  hearing  and  incori>orated  in  and  made  a  part  of  the  record  thereof  \lso 
that  the  undersigned  l»e  permitted  to  file  with  your  honorable  comndttee  a  brief 
setting  forth  more  specifically  how  the  coal  industrv  of  Alabama  will  be  seri- 
ously crijjpled,  if  not  destroyed,  by  the  enactment  of  the  bill. 

(We  api>end  hereto  a  memorandum  of  the  mining  engineer  of  the  Institute 
which  we  request  be  considered  and  taken  as  a  part  of  this  letter.) 

Memorandum  :  Re  Effect  of  the  6-Houn  Day— By  the  Mixing  Engineer  of 

THE  Alvbama  Mining  Institute 

The  hourly  productive  ability  of  coal  miners  in  division  III  having  been 
increased  when  the  8-hour  day  was  put  Into  effect,  and  further  stretched  in  a 
much  less  degree,  when  the  7-hour  day  wns  established,  is  not  susceptible  to 
further  augmentation,  except  by  the  installation  of  mechanical  aids.  Ineffi- 
ciencies that  existed  under  the  8-hour  day  were  of  ne<'essitv  remedied  during 
operation  under  the  7-hour  day,  leaving  little  hope  of  improvement  from  this 
source. 

The  physical  characteristics  peculiar  to  the  coal  seams  of  this  area  do  not 
permit,  except  in  the  most  favorable  locations,  any  substantial  mechanization 
Presence  of  thick  partings  of  rock  preclude  opi)ortunity  of  miner  loading  addi- 
tional coal  per  hour  at  many  mines.  It  is  indisputable,  therefore,  that  the 
6-h(»ur  day  will  decrease  the  daily  production  of  Ahibania  coal  nnnes  nt  least  15 
percent  additional  to  the  decrease  suffered  when  the  7-hour  dav  l)ecame  effective 

Thin,  pitching  seams,  and  the  thicker  seams  with  many  inherent  imjMiritiPS 
necessitate  high  capital  investment  per  ton  of  cap.icitv,  and  high  maintenance 
and  oi)erating  costs.  The  capacity  of  hoisting  engines,  preparation  and  wash- 
ing phints,  slopes,  shafts,  and  other  transportation  facilities  is  base<I  in  most 
instjinces  on  8-  to  10-hour  daily  operating  cycles. 

During  the  first  nine  months  of  oi)erations  under  the  7-hour  day  Alabama 
coal  mines  lost  at  the  annual  rate  or  .$288,000.  There  is  no  hope  of  increas- 
ing the  realization  by  increasing  present  sales  prices,  which  prices  have  not 
proven  compensMtory,  because  of  the  threat  of  oil.  natural  gas.  and  hvdro- 
e.ectricity  on  all  sides.  To  further  increase  cost  by  decreasing  production 
would  be  economic  suicide. 


The  only  alternative  would  be  to  make  major  capital  investments  in  trans- 
portation equipment  in  every  mine  to  the  end  that  output  might  be  maintained 
and  cost  increases  minimized. 

The  steady  loss  of  commercial  tonnage  in  this  field,  from  13,900,000  tons 
in  1926  to  0,800,000  tons  in  1934  has  been  accompanied  by  severe  capital  losses. 
Several  mines  have  been  forced  to  discontinue  operations  during  1934  from 
economic  causes.  No  further  capital  is  available  for  the  speeding  up  of  pro- 
duction in  an  industry  in  which  conditions  still  existing  have  forced  the  aban- 
donment of  the  utilization  of  practically  half  of  its  productive  caitacity  in  the 
past  decade.  This  is  definitely  true  since  the  commercial  mines  (excluding 
captive)  lost  2%  percent  in  tonnage  in  1934  as  compared  to  1933;  while  the 
country  as  a  whole  gained  materially. 

The  increase  in  the  consumers'  coal  bill  as  compared  to  January  1935,  when 
the  7-hour  day  was  in  effect,  will  be  16.7  percent  of  the  labor  cost,  which 
represents  61  percent  of  the  cost  of  production,  plus  14.3  percent  of  the  cost 
of  taxes,  depreciation,  and  overhead.  As  compared  to  .January  19.84,  when 
the  8-hour  day  was  in  effect,  the  increase  in  labor  cost  would  be  33.3  percent, 
or  more,  in  other  costs,  25  percent,  or  more.  Faced  with  the  addition  of  not 
less  than  $2,000,000  to  their  annual  coal  bill,  as  compared  to  prices  under  the 
7-hour  day,  the  consumers  of  Alabama  coal  would  turn  all  the  more  quickly 
to  the  competitive  fuels  which  are  so  readily  available  for  industrial  a;nd 
domestic  uses. 

To  the  coal  industry,  of  division  III  the  G-hour  day  can  only  mean  less 
production,  increased  costs,  reduced  consumption,  greater  unemployment,  and 
eventual  curtailment  of  capacity  to  a  point  only  sufficient  to  meet  the  market 
requirements  which  cannot  be  met  by  competitive  fuels. 


Ar.ABAMA  Mining  Institute, 
Birmingham,  Ala.,  Fehruary  IJf,  1935. 
Senator  M.  M.  Neely, 

Ch<ilrman  of  Subcommittee  of  the  Judiciary. 

We,  the  undersigned  executives  of  concerns  operating  coal  mines  in  Alabama, 
wish  to  join  individually  in  the  letter  of  the  Alabama  Mining  Institute  of  even 
date  herewith  and  directed  to  you  protesting  against  favorable  action  by  your 
honorable  committee  and/or  the  Judiciary  Committee  of  the  United  States 
Senate,  on  Senate  bill  87,  by  Mr.  Black,  and  sincerely  petition  your  honorable 
committee,  and  in  turn  the  Judiciary  Committee  of  the  United  States  Senate, 
to  make  an  adAerse  report  on  the  bill. 

Because,  having  had  many  years'  experience  in  operating  coal  mines  in  Ala- 
bama and  knowing  the  unfavorable  and  difficult  conditions  and  high  cost  of  pro- 
duction under  which  the  coal  mines  of  Alabama  had  to  oi^erate  under  8-hour 
work  day  and  6-day  work  week  and  the  costly  and  injurious  effect  (both  to  the 
operator  and  employee)  of  the  order  of  the  N.  R.  A.  Administrator  (Mar.  31, 
1934)  reducing  the  work  day  for  coal  mines  from  8  to  7  hours,  we  state  un- 
equivocably  that,  in  our  best  judgment,  should  the  Black  bill  (S.  87)  be  enacted 
into  law  and  put  into  effect,  it  will  result  in  the  displacement  (by  other  forms 
of  fuel,  hydroelectricity  and  coal  mined  in  other  States),  of  a  large  tonnage  of 
coal  now  being  marketed  Ironi  Alabama  mines,  and  cause  many  man-days'  work 
to  be  lost  to  employees  of  these  mines,  and  greatly  increase  the  cost  to  the  con- 
sumer (especially  the  householder  and  individual)  of  fuel,  dei)endent  on  coal  for 
heat  and  power.  And  will  further  increase  the  cost  of  production  so  as  to 
disable  many  coal  mines  in  this  fiield  to  compete  with  others,  forcing  them  to 
close  down  or  go  into  bankruptcy. 

Furthermore,  the  6-hour  work  day  in  coal  mines  is  impracticable  (to  say 
nothing  of  the  extra  hazard  to  the  mine  worker  the  speeding  up  of  operation 
will  incur)  and  at  many  Alabama  mines  impossible,  without  incurring  prohibi- 
tive exi)euse  in  so  operating,  causing  these  mines  to  close  and  throw  thousands 
of  workmen  out  of  employment  and  further  increasing  disemployment  in  this 
district.  At  all  others  the  additional  expense  of  oi^eratiiig  on  6-hour  work  day 
would  be  great,  and  a  detriment  both  to  the  operator  and  employee  would  ensue 
therefrom  and  an  unconscionable  burden  of  expense  cast  upon  the  consumers  of 
coal  thereby. 

All  told  the  Black  bill  (S.  87).  would  decrease  rather  than  increase  employ- 
ment in  and  about  the\  coal  and  ore  mines,  blast  furnaces,  and  steel  mills  of 
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Alubanirt  and  work  groat  dnnmiro  both  to  tlio  operator  and  employee  of  these 

industries. 

Kespei'tfully  submitted. 

J.  Molton  Smith,  Jr.,  treasurer  Aetna  Toal  Co.,  I.it^le  Gem  Coal  Co. ; 
Horace  Hanniiond',  president  Alabama  Hy-Prodnots  (^)rporation, 
Hanmiond  Iron  Co.;  C.  F.  IVRardeleben,  i>resident  Alabama 
Fnel  &  Iron  Co. :  H.  L.  Badham,  president  Bessemer  Coal,  Iron 
&  Land  Co. ;  Herbert  Tntwiler.  president  Black  Creek  Coal  & 
(^oke  Co. :  M.  O.  Travis,  secretary  Black  Diamond  Coal  Mining^ 
Co.;  M.  E.  Moor,  a^ent  Blo.ton  Cahaba  Coal  Co.,  Little  Cahaba 
Coal  Co.,  I.  O.  Drewery  Contraetinfr  Co. ;  W.  R.  Yonn?,  president 
Hills  Creek  Coal  Co.,  Blocton  Mininj.'  Co.;  I>avid  Roberts,  Jr., 
president  Brilliant  (V»al  Co. :  C.  L.  Moss,  president  Moss  & 
McCormack,  Xanvoo  Black  Oeek  (^onl  Co. ;  T.  S.  Abernathy, 
president  Paramount  Coal  Co. ;  W.  C^arson  Adams,  vice  president 
Porter  Coal  Co.;  C.  F.  DeBardeleben,  Jr.,  president  Bed  Dia- 
mond Mining  Co. ;  H.  P.  Stith,  president  Republic  Pratt  Coal 
Co. ;  B.  F.  Roden,  president  Roden  Coal  Co. ;  A.  R.  Lon^,  presi- 
dent Brookside-Pratt  Mininu"  Co. ;  R.  T.  I>aniel,  president  Cane 
Creek  Coal  Mining  Co.,  Franklin  Coal  Mining  Co. ;  W.  H.  Crane, 
opt^rator  Beltona  Mine:  R.  T.  Daniel,  agent  Alta  Coal  Co.; 
H.  T.  DeBardelben,  president  DeBardeleben  Coi\\  Corporation, 
trustee:  G.  J.  G.  Nich<dson,  president  Deepwater  Black  Creek 
Coal  Co.;  E.  C.  Morgan,  president  ?:ast  Pratt  Coal  Co.;  W.  F. 
Cobb,  general  manager  Galloway  Coal  Co. :  B.  R.  Smith,  vice 
president  Southern  Cojil  Co. ;  D.  A.  Thomas,  president  Montevallo 
Coal  Mining  Co. :  ( Jeo.  F.  Peter,  president  Soutbern  Coal  & 
Coke  Co. :  A.  B.  Aldridge,  president  Stith  Coal  Co.,  Southeastern 
Fuel  Co.;  L.  E.  Geohepin,  vice  president  Gulf  States  Steel 
Co. ;  W.  H.  Oldham,  district  manager  Republic  Steel  Corporation ; 
Hugh  Morrow,  presiden*^  Sloss-Sheflield  Steel  &  Iron  Co. ;  H.  A. 
Berg,  president  Woodward  Iron  Co. 


Statement  of  J.  M.  Manley,  Commissioner,  Industrial  Association  of 

Cincinnati 

Having  been  denied  the  opportunity  to  present  oral  argument  in  opposi- 
tion to  enactment  of  S.  87,  by  Mr.  Black,  the  Industrial  Association  of  Cin- 
cinnati protests  against  the  disproportionate  alU)tment  of  time  to  proponents 
of  this  measure  as  compared  with  that  fixed  for  hearing  oprH)nents  of  the  bill, 
and  offers  its  brief  herewith. 

The  preamble  of  this  bill  de<'lares  an  emergency  and  offers  the  30-hour-a- 
week  measure  as  a  means  of  recover^-.  This  declaration  confines  consi<lera- 
tion  of  issues  to  those  involving  economic  revival,  to  the  strict  exclusion  of 
so-called  "reforms"  of  a  i)ennanent  nature.  The  merit  of  this  proiwsal  as 
a  means  of  relieving  the  distress  (^f  the  millions  of  our  peo]»le  who  are  unable 
to  find  gainful  employment  is,  therefore,  the  only  issue  drawn  before  your 
subcommittee. 

The  effects  of  wide-spread  unemployment  due  to  world  depression  are  appar- 
ent and  unanimously  recognized.  The  cause  of  that  unemi)loyment,  however, 
arouses  conflict  of  opinion  even  among  those  w^ho  view  the  scene  from  the 
same  eminence,  while  the  prescrii>tions  advocated  as  remedies  display  even 
greater  divergence  of  thought.  However,  with  most  economists,  we  conclude 
that  the  basic  cause  of  most  of  (Hir  present  e<*onomic  ills  is  attributable  to 
the  World  War. 

The  nations  of  the  glol)e  engaged  in  extravagant  expenditures  of  their  human 
and  natural  resources  during  that  horrible  conflict.  Men  and  money  were 
wasted  prodigally.  The  men  lost  in  battle  hnve  never  come  back  to  contribute 
their  bit  to  the  world's  work  an<l  the  goods  that  went  to  maintain  the  forces 
of  destruction  were  consumed  beyond  salvagre.  We  may  very  well  characterize 
the  World  War  as  the  personification  of  waste  and  extravagance — the  offspring 
of  mankind's   grand-scale   blunder. 

Is  the  cure  for  extravagance  more  extravagance;  or  is  it  rigid  economy? 
The  only  precedents  that  we  have  to  look  to  for  guidan<^e  in  our  present 
plight  point  unwaveringly  to  the  strictest  conservation  of  manpower  and 
wealth  as  the  sole  means  of  recovery  from  the  effects  ^f  waste. 
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The  proposeil  measure  prescribes  waste  as  a  cure  for  unemployment  caused 
by  waste.  It  commands  extravagant  production  costs  of  an  industrial  world 
that  is  suffering  from  too  much  extravagance  and  is  trying  to  apply  the 
only  available  means  of  recovery — the  i)ractice  of  strict  e<onomy. 

American  industries  are  engaged  today  in  a  struggle  not  alone  to  regain 
losses  in  foreign  trade  but  to  maintain  a  competitive  place  in  that  field  with 
industries  of  other  countries.  Their  salesmen  are  confronte<l  with  competition 
from  low  labor  cost  products  in  every  country  they  enter.  Long  hours  of 
labor,  low  wage  scales,  and  low  standards  of  living  are  the  cost  factors  arrayed 
by  foreign  producers  against  our  American  efficiency,  mass  production,  and 
high  standard  of  living. 

The  contest  is  principally  technical  in  nature,  but,  at  the  moment,  the 
technical  genius  of  American  manufacture  has  been  met  by  the  opposing 
forces  and  any  added  production  cost  must  remove  American-made  products 
further  from  the  field  of  active  trade. 

The  arbitrary  reduction  of  working  hours  required  by  this  measure,  with 
no  compensating  decrease  in  cost  of  production,  but,  on  the  contrary  an  in- 
creased cost,  must  necessarily  raise  the  purcliase  price  of  manufactured 
articles  and  stiflle  trade;  for  we  have  learned  by  hard  experience  that  high 
prices  dimiiush  sales  volume  in  poor  markets.  We  are  not  in  a  period  of  ris- 
ing and  expanding  markets  where  it  sometimes  stimulates  sales  to  increase 
costs  an<l  raise  prices.  Our  position  is  such  that  any  increase  of  costs  is 
immediately  reflected  in  purchase  price  by  reason  of  narrow  operating  margins, 
and  in  turn  the  effect  is  recorded  by  lower  sales  volume. 

Perforce  our  present  problem  is  one  of  sales  and  price,  with  the  cost  of 
production  governing  the  price  and  the  wage  scale  ruling  in  a  large  measure 
all  three. 

It  may  appear  that  the  manufacturer  is  given  a  preeminent  place  in  the 
consideration  of  this  problem  particularly  because  the  dependence  of  our 
national  employment  capacity  upon  the  cost  of  production  has  been  stressed. 
But  any  suggestion  of  bins  is  readily  dissipated  by  noting  the  natural  occu- 
pational divisions  into  which  our  population  falls.  At  the  time  of  the  last 
census  nearly  half  of  those  gainfully  employed  in  this  country  were  engaged 
in  service  occupations,  with  the  remainder  divided  between  industrial  and 
agricultural  pursuits,  in  decreasing  numbers  in  the  order  named. 

The  dependency  of  that  part  of  our  population  engaged  in  service  occupations 
uiK)n  the  two  producing  divisions  of  our  people  is  manifest.  New  wealth 
entering  the  country  in  exchange  for  exports  controls  the  niai*gin  between 
prosperity  and  depression  for  all,  and  the  origin  of  these  exports  is  at  the 
hands  of  the  two  great  productive  groups  of  our  people.  Thus  our  Nation 
as  a  whole  is  dependent  upon  the  competitive  position  of  the  industrial  and 
agricultural  articles  of  trade  sent  into  world  markest  from  farm  and  factory. 

Turning  from  the  broader  to  the  more  intimate  aspects  of  the  problem  in- 
volved in  the  suggested  30-hour  week,  the  diflliculties,  if  less  general,  are  more 
serious.  The  problem  of  enforcement  alone  would  demand  a  vigilant  person- 
nel equal  in  numbers  to  our  present  standing  army.  This  does  not  mean 
that  we  are  a  lawless  people,  but  such  a  law  would  engender  resentment 
against  the  enforcing  authority  in  the  same  general  w^ay  that  the  prohibition 
of  alcoholic  beverages  encouraged  violation  rather  than  compliance  wath  the 
law. 

The  same  cooperation  with  the  constituted  authorities  that  has  obtained  under 
the  codes  of  N.  R.  A.  cannot  be  expecteil  if  this  bill  is  enacted.  To  a  great 
extent  the  enforcement  of  code  provisions  have  taken  care  of  themselves,  so 
to  speak,  because  both  emplo.vers  and  employees  have  largely  lent  themselves 
to  voluntary  cooperation  with  the  administration  in  a  whole-hearted  effort 
toward  the  goal  of  recovery.  But  mandatory  reduction  of  hours,  with  its  in- 
creased cost  of  production,  accompanied  by  an  increased  cost  of  living  serving 
as  a  wage  cut  by  legislative  enactment,  will  make  partners  in  crime  of  em- 
ployer and  employee,  in  a  joint  effort  to  frustrate  the  operation  of  an  arbi- 
trarily drawn  statute. 

Industrial  unrest  is  bound  to  result  from  the  inequities  that  may  be  antici- 
pated with  the  universal  application  of  tlie  30-hour  week.  This  bill  establishes 
the  wage  presently  i>aid  as  the  minmum.  The  effect  of  such  action  would  be  to 
fix  the  present  wage  as  the  maximum,  as  the  reduction  in  the  manner  of  work- 
ing hours  would  automaticall.v  of>erate  as  a  wage  increase,  with  the  benefits 
therefrom  speedily  willed  out  by  the  certain  increase  in  the  cost  of  living.  Thus 
the  worker  now  employed  would  suffer  a  lowering  of  his  standard  of  living 
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with  little  hope  of  bettering  himself.  lYue,  for  the  nonc^;' a  greatet  iiumlier 
than  are  presently  eujployeil  might  gain  employment  but  ih6  l)Voeess  of  level- 
ing the  standards  of  living  can  be  no  more  tlian  a  pallLative  for  oilr  present 
distressed  condition.     It  offers  no  substantial  solution. 

Enactment  of  this  measure  would  encourage  adoption  of  technical  irtiprove- 
ments  in  manufacture  calculated  to  reduce  personnel  rather  thap  tb  liKTease 
production.  Heretofore,  for  tlie  most  part,  labor-saving  devices  h/ive  l>een  in- 
stalled for  the  puriwse  of  increasing  output,  but  the  objective  under  the  30- 
Ijour  week,  with  present  market  conditions,  would  ever  l)e  to  reduce  the  edst 
of  production  u-lfhout  i)erceprtble  increase  in  volume. 

It  seems  useh^ss  to  dwell  upon  the  case  of  the  less  efficient  worked*.  It  is 
apparent  that  his  difhculties  would  multiply  to  overwhelm  him.  Every  eft'ort 
would  be  made  to  eliminate  him  and  shift  his  task  to  the  shoidders  of  the  more 
efheient.  The  engineer  planning  technical  improvements,  the  accountant  with 
his  cost  sheet,  the  fellow  worker  of  sui^erior  skill  would  all  l)e  in  league  to  elim- 
inate the  inefficient  in  tlie  tightening  iirocesses  of  industry. 

The  small  business  of  limited  capacity  is  m<»re  apprehensive  of  tlie  effects  of 
this  measure  than  the  large  industrialist.  The  small  scale  manufacturer  in 
this  country  maintains  his  position  by  ingenious  design,  comimct  organ izjition, 
low  overhead,  and.  largely  through  cooi)eration  of  employees.  T'he  burden  of 
any  increase  in  production  cost  falls  very  heavily  on  tne  small  producer  as  he 
has  not  the  means  of  distributing  the  cost  load  that  are  available  to  his 
neighbor  operating  on  a  mass  production  basis. 

In  summary,  wc  protest  against  the  adoption  of  this  measure  as  a  basically 
unsound  interpretation  of  economic  rule  and  practice  whicli  can  Imt  result  iii 
adding  to  tlie  burden  of  a  (listrt*sse<l  people  to  the  defeat  of  its  express  purpose 
and  the  confoundment  of  the  administrative  efforts  toward  effecting  recovery. 


Statement  of  Charles  Wesley  Dunn,  Absociatbd  Grockby  Manufacturers  of 

AMERTCA,   lNCORPORATh:D 

Senate  87,  the  so-calle«]  "Black  30-hour  bill",  is  entitle<l  "A  bill  to  prevent 
the  shipment  in  interstate  commerce  of  certain  articles  and  commodities,  in 
connection  with  which  j)ersons  are  employed  more  than  5  days  per  week  or 
6  hours  per  day,  and  prescribing  certain  conditions  with  resi)ect  to  purchases 
and  loans  by  the  United  States,  and  codes,  agreements,  and  licenses  un<ler  the 
National  Industrial  Recovery  Act." 

It  provides  "  That  no  article  or  commo<lity  shall  be  shipped,  trnnsiiorted.  or 
delivered  in  interstate  or  foreign  commerce  which  was  produced  or  manufac- 
tured in  any  mine,  quarry,  mill,  cannery,  workshop,  factory,  or  manufacturing 
establishment  situated  in  the  United  States,  in  which  any  person,  except  <^cers, 
executives,  and  superintendents,  and  their  i>ersonal  and  immediate  clerical 
assistants,  was  emi)loyed  more  than  5  days  in  any  week  or  more  than  6  honrs 
in  any  day:  Provided,  That  upon  the  submission  of  satisfactory  proof  of  the 
existence  of  si>ecial  conditions  in  any  industry  included  herein,  making  it  nec- 
essary for  certain  persons  to  be  employed  more  than  5  days  in  any  week  or 
more  than  6  hours  in  any  day,  the  Secretary  of  Labor,  or  his  duly  selected 
representatives,  niny  issue  exemption  permits  v\'ith  respect  to  such  persons, 
relieving  the  employer  from  the  provisions  of  this  act  with  referen^'e  to  such 
persons." 

Hence  the  bill  is  designed  to  bar  the  channels  of  interstate  commerce  to 
products  manufactured  by  industrial  labor  working  more  than  6  hours  per  day. 
5  days  per  week  (except  as  exemptions  may  be  grantt^l  by  the  Secretarv  of 
Labor),  and  to  forbid  Government  purchases  from,  and  Government  Imnk  to, 
concerns  working  employees  more  than  the  pennitted  hours  per  week. 

It  appears  to  be  the  theory  of  the  proponents  of  this  bill  that  by  such  a 
rigid  limitation  of  working  hours  jobs  would  be  ci-eated  for  substantially  all 
employable  i>er.sons  now  unemployed,  that  additional  purchasing  power  would 
be  created,  and  that  the  burden  of  unemployment  relief  would  be  distributed 
over  the  buying  por)ulation.  But  this  theory  ignores  sound  economic  principles 
and  the  practical  results  of  such  a  program. 

Unit  costs  of  production  must  necessarily  increase,  whether  existing  pay 
rolls  are  spread  over  a  greater  number  of  persons  or  whether  present  wage 
rates  are  increased  to  pmvide  the  same  weekly  earnings  for  i)ersons  now 
employed,  as  well  as  new  employees.     In  the  former  case  additional  costs  or 
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superintendence,  wastage,  spoilage,  breakage,  reduced  production  due  to  break- 
ing in  new  employees,  larger  working  capital  requirements,  and  other  factors 
will  necessarily  reduce  output  per  man-hour,  while  any  addition  to  hourly 
rates  of  pay  will  add  the  full  amount  thereof,  plus  added  costs,  to  the  unit  cost 

of  i>roduct.  .       ,.         ,        J,  J.X, 

So  much  of  the  additional  cost  as  can  be  passed  on  in  the  price  of  the 
finished  article  will  be  passed  on ;  but  the  Increased  selling  prices  will  restrict 
the  market  demand  and  lower  the  volume  of  production,  thus  reducing  the 
demand  for  productive  labor.  Moreover  such  widespread  Increases  in  prices 
will  discourage  buying  by  the  general  public  and  may,  indeed,  result  in  such 
general  discontent  with  currently  rising  prices  as  to  bring  on  a  buyers'  strike. 

Discontent  among  workers  over  reduced  hours,  restricted  opportunity  for 
productive  labor,  and  declining  purchasing  power  of  the  wages  they  receive 
may  be  expected  to  add  to,  rather  than  alleviate,  social  unrest. 

The  food  manufacturing  industry,  and  other  industries  engaged  in  the 
processing  of  agricultural  products,  would  suffer  especially  adverse  effects 
if  this  bill  were  to  become  law.  The  Agricultural  Adjustment  Administration 
is  bending  every  effort  to  bring  about  parity  between  the  price  the  farmer 
receives  for  his  product  and  the  price  he  pays  for  the  things  he  buys.  The 
effect  of  the  Black  bill  would  be  to  offset  in  large  measure  the  results  thus 
far  achieved,  to  necessitate  higher  processing  taxes,  and  to  increase  the  price 
the  consumer  must  pay  for  food  and  clothing. 

Under  a  set  restricted  schedule  of  working  hours,  the  great  mass  of  indus- 
trial workers  would  have  little  chance  of  augmenting  their  incomes  and  must 
necessarily  restrict  their  purchase  to  the  strictest  necessities,  with  the  result 
that  many  Industries  now  producing  articles  which  do  not  fall  in  that  category 
must  curtail  production  and  dismiss  employees. 

Industries  engaged  in  interstate  activities  would  be  placed  at  an  unfair 
disadvantage  in  competition  with  industries  engaged  wholly  in  intrastate 
commerce,  which  would  not  be  subject  to  the  terms  of  this  bill.  Exjwrt  trade 
would  be  placed  at  a  similar  disadvantage  against  foreign  competition. 

The  fundamental  vice  in  this  bill  is  that  it  seeks  to  cure  unemployment  by 
re<lucing  production  rather  than  increasing  it,  in  the  mistaken  belief  that 
purchasing  power  can  thus  be  increased.  The  exact  contrary  is  true.  Purchas- 
ing power  can  only  be  increased  by  enlarging  the  total  production  of  useful 
goods  and  services.  Increasing  costs  and  reducing  output  create  a  vicious 
spiral  in  the  wrong  direction,  which  no  amount  of  good  intentions  can  overcome. 

For  these  and  other  reasons  the  undersigned  considers  this  bill  to  be  uneco- 
nomic and  unsound  and  respectfully  urges  that  it  do  not  pass. 


Statement  of  Gborob  J.  Earl,  Jr.,  Representing  the  New  York  and  New 
Jersey  Branch  of  the  National  Mejtal  Trades  Assoctation 

The  New  York  and  New  Jersey  branch  of  the  National  Metal  Trades  Associa- 
tion, whose  membership  includes  manufacturers  engaged  in  the  production  and 
manufacture  of  various  metal  products  in  New  York  and  northern  New  Jersey, 
respectfully  protests  against  Senator  Black's  bill,  no.  S.  87.  This  measure  would 
require,  among  other  things,  that  certain  persons  employed  by  such  manufac- 
turers In  the  manufacture  of  articles  or  commodities,  which  are  to  be  shipped 
in  interstate  or  foreign  commerce,  or  to  be  sold  to  the  Federal  Government  or 
agencies  thereof,  or  to  contractors  on  public  works,  shall  not  be  employed  more 
than  5  days  per  week  or  6  hours  i)er  day. 

It  is  urged  that  this  bill  should  not  be  enacted  for  the  following,  briefly 
stated,  reasons: 

1.   THE   MEIASUEE  CONTEMPLATES    THE   EXERCISE   OF    POWER    NOT    POSSE^SSED    BY 

CONGRESS 

Authority  for  this  measure  is  apparently  predicated  upon  the  commerce  clause 
of  the  Constitution.  It  is  contended  that  it  cannot  be  sustained  under  that 
clause,  because  it  is  an  attempt  to  exercise  power  over  and  regulation  of  rela- 
tions and  operations  which  are  not  subjects  of  interstate  commerce.  It  has 
been  held  by  the  courts  that  manufacturing  is  not  commerce  within  the  purview 
of  the  interstate  commerce  clause  and  that  Congress  is  without  power  to  regulate 
the  same.     Congress,  it  has  also  been  held,  has  no  power  to  regulate  hours  or 
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wages  of  employees  processing  products  sold  in  purely  intrastate  commerce  and 
by  an  intrastate  manufacturing  plant. 

The  enactment  of  such  a  law  would  be  an  invalid  interference  with  the  free- 
dom to  contract.  It  would  arbitrarily  and  unreasonably  limit  and  restrict  a 
l>erson  in  making  a  contract  for  his  services  under  such  terms  and  conditions 
that  he  may  deem  proper.  In  effect  it  reflects  upon  the  conu)etency  of  a  per- 
son to  make  a  contract  involving  his  labor.  The  earnings  of  a  worker  would  be 
limited  under  this  bill. 

The  measure  would  also  amend  every  code  and  agreement  under  N.  I.  R.  A. 
without  the  consent  of  the  parties  thereto,  by  requiring  that  the  employer  shall 
not  employ  certain  persons  more  than  5  days  a  week  or  more  than  6  hours  in 
any  day,  and  by  increasing  wage  scales. 

2.  INSTEAD  OF  PRODUCING  THE  TYPE  OF  ECONOMIC  READJUSTMENT  REFERRED  TO  IN 
THE  PIUEA^MBLE  OF  THE  BILL.  ITS  ENACTMENT  WOULD  CREATE  AN  ECONOMIC  MAL- 
ADJUSTMENT,  INCREASE  UNEMPLOYMENT,   AND   DIMINISH   PURCHASING   POWEE 

We  cannot  ignore,  except  to  our  hazard,  that  fundamental  principle  that  the 
relative  utilization  of  land,  equipment,  and  labor  determine  in  a  large  measure 
our  economic  condition©  and  standards  of  living.  To  restrict,  by  arbitrary  and 
unsound  measures,  the  utilization  of  any  one  of  these  factors,  throws  out  of 
balance  the  others  and  reflects  unprofitably  in  the  standards  of  living  and 
general  economic  conditions. 

It  is  the  demand  for  goods  or  production  that  determines  the  degree  of 
utilization  of  land,  equipment,  and  labor.  Increased  volume  of  production  is 
necessary  to  aid  reemployment  and  for  which  a  flexible  work  week  is  essential. 
Demand  for  production  will  vary  according  to  the  price  of  the  goods,  which 
must  be  based  upon  the  cost  of  production.  Should  the  price  be  unattractive 
or  even  beyond  the  ability  to  pay,  there  will  result  a  diminishing  utilization 
of  labor  and  the  other  factors  of  production. 

The  prospective  purchaser's  confidence  in  future  economic  conditions  is  also 
an  essential  factor  in  the  demand  for  goods.  This  has  been  aptly  illustrated 
in  this  economic  depression  particularly  in  the  durable  or  capital  goods  indus- 
tries. The  price  of  durable  goods  must  be  attractive  to  stimulate  the  market 
for  such  goods,  or  otherwise  the  prospective  customers  may  continue  to  defer, 
as  they  have  been  doing,  the  demand  therefor.  A  great  part  of  the  idle  has 
come  from  the  durable-goods  industries.  Increase  in  the  demand  for  these 
goods  will  aid  in  absorbing  the  idle  in  private  employment.  But  there  has  not 
been  the  desired  and  necessary  increase  in  the  demand  for  durable  goods. 
Stimulate  the  demand  for  such  goods  at  attractive  prices  and  a' desired  dent 
will  result  in  the  present  unemployment. 

Mr.  John  W.  O'Leary,  chairman  of  the  Code  Authority  for  Machinery  and 
Allied  Products  Industry  (a  durable-goods  industry)  speaking  at  the  public 
hearing  on  employment  provisions  in  codes  before  the  National  Industrial 
Recovery  Board  on  January  30,  1935,  stated : 

"  There  has  been  as  yet  no  significant  increase  in  reemployment  in  either  the 
durable-goods  industries  as  a  whole  or  that  portion  of  it  represented  by  codes 
of  the  machinery  and  allied  products  group,  although  every  effort  has  been 
made  to  stimulate  employment  in  these  industries.  The  aggregate  expansion 
of  employment  within  the  durable  goods  industries  since  July  1933  has  been 
12  percent.  Deducting  the  employment  created  by  Government-financed  under- 
takings, this  increase  of  emplo.vment  would  be  reduced  to  less  than  1  percent." 

The  bill  contemplates  that  the  wage  rate  in  effect  on  the  date  the  bill  be- 
comes law  shall  not  be  reduced.  It  is  submitted  that  this  means  an  increase 
in  existing  unit  labor  costs.  Increased  prices,  a  lessened  demand  for  goods,  and 
consequent  diminished  employment  of  labor.  It  also  establishes  an  uneconomic 
theory  of  increasing  prices  for  goods  before  there  is  a  demand  for  the  goods. 

Weekly  earnings  of  workers  will  also  be  limited  under  this  measure,  as  well 
is  limited  purchasing  power. 

By  limiting  the  daily  or  weekly  hours  of  labor  in  manufacture,  the  volume  of 
production  will  be  decreased  per  day  or  week,  with  an  Increase  in  the  unit  costs. 
This  is  also  especially  true  where  the  amount  of  business  does  not  warrant  utili- 
zation of  idle  machinery  and  where  usable  facilities  are  not  available. 

There  has  been  no  actual  proof  or  sound  evidence  offered  in  support  of  the  bill 
that  it  will  "  provide  a  fairer  and  more  nearly  balanced  income,  put  idle  ma- 
chines and  people  to  work,  increase  purchasing  power,  and  stimulate  produc- 
tion to  capacity,  and  promote  the  happiness  and  comfort  of  the  people  *'. 


3.    THE  EXEMPTION  t»ftOVI8l6N  WOULD  WORK  A  HARDSHIP,  CREATE  UNOEBTAINTY  AND 
DEILAYS,  AND  ESTABLISH  EXPENSIVE  AND  PROBABLY  INTRICATE  PROCEDURE 

The  bill  provides  "  that  upon  the  submission  of  satisfactory  proof  of  the  exis- 
tence of  special  conditions  in  any  industry  included  herein,  making  it  necessary 
for  certain  persons  to  be  employed  more  than  5  days  in  any  week  or  more  than 
6  hours  in  any  day,  the  Secretary  of  Labor,  or  his  duly  selected  representatives 
may  issue  exemption  permits  with  respect  to  such  persons,  relieving  the  employer 
from  the  provisions  of  this  act  with  reference  to  such  persons  ". 

It  will  be  observed  at  the  outset  that  proof  must  be  shown  "  of  the  existence  of 
special  conditions  in  any  industry  ",  and  not  in  an  individual  establishment  be- 
fore an  exemption  may  issue.  * 

But  let  it  be  assumed  that  the  quoted  language  applies  to  an  individual  estab- 
lishment.    What  would  be  the  result? 

The  applicant  for  the  exemption  would  be  obliged,  at  the'  expense  of  time  and 
money,  to  inquire  as  to  the  character  of  proof  desired ;  prepare  the  data ;  prob- 
ably appear  before  the  Secretary  of  Labor  or  his  delegated  representatives  and 
argue  the  merits  of  his  application ;  and  then  await  the  decision  of  the  Secretary 
of  Labor  or  his  representative,  who  alone  is  the  sole  judge  in  determining 
whether  satisfactory  proof"  has  been  produced  to  warrant  an  exemption 
permit  or  a  permit  to  work. 

What  is  an  employer  to  do  in  an  emergency  situation  which  may  necessitate 
employing,  without  delay,  persons  in  excess  of  the  required  hours?  Under  the 
bill  he  would  have  to  pursue  the  procedure  outlined  for  securing  an  exemption 
permit.  He  dare  not  take  upon  himself  to  proceed,  except  at  the  risk  of  having 
his  application  denied  and  subjecting  himself  to  penalties. 

Assume  the  case,  which  does  frequently  occur,  where  the  employer  for  various 
reasons,  Including  breakdowns  in  equipment,  illness  and  accidents  to  employees 
other  accidents  and  production  elements,  cannot  reasonably  anticipate  delays 
incident  to  particular  jobs,  and  when  it  will  become  necessary  to  have  employees 
work  in  excess  of  the  required  hours.  Many  contracts  contain  a  stipulated  time 
of  delivery  of  goods  with  penalty  clauses  for  excess  time.  It  would  be  unfair 
and  unreasonable  in  such  cases  for  the  employer  to  be  required  to  appLv  for  the 
exemption  permit,  in  order  to  assure  himself  that  he  would  not  have  violated 
the  act  by  proceeding  without  such  permit. 

4.  IP  CONGRESS  HAS  THE  POWER  TO  REGULATE  HOURS  AND  WAGES  OF  PERSONS  EM- 
PLOYED IN  THE  MANUFACTURE  OF  PBODUCTTS  TO  BE  SHIPPED  IN  INTERSTATE  OB 
FOREIGN  COMMERCE,  UNCEBTAINTY  AND  DIFFICULTIES  WOULD  ARISE  WITH  RE8PEX3T 
TO  THE  RELATIONS  OP  THOSE  ENGAGED  IN  PROCESSING  PBODUOTS  FOR  SHIPMENT 
IN  PURELY  INTRASTATE  COMMERCE.  oaxi-mii.nx 

It  is  submitted  that  Congress  does  not  possess  the  power  to  regulate  the 
hours  and  wages  of  persons  employed  in  the  manufacture  of  products  to  be 
shipped  in  purely  intrastate  commerce.  The  assumption  of  the  exercise  of 
power  to  so  regulate  those  making  products  for  interstate  commerce,  would 
unquestionably  result  in  turmoil  in  manufacturing  and  employment  relations 
among  those  employed  in  processing  the  two  ty^  of  pr^S  Not  aloSe 
would  unsettled  employment  relations  develop,  biJt  also  unnecessary  and  un 
reasonable  competition  in  the  labor  market  among  emp^oyei^Td"^  wo^^^^^^^ 
Unsettied  conditions  may  reasonably  arise  among  those  employed  in  the^me 
plant  where  it  is  processing  products  for  shipment  in  both  interstate  and 
intrastate  commerce.  Such  a  law  would  restrict  the  manufacture  of  gcxSs 
for  stock  or  inventory,  for  the  goods  cannot  be  marked  for  shipment  in  £t^ 
state  or  intrastate  commerce  until  definite  orders  are  received. 

6.  ADMINISTRATION  WOULD  BE  COSTLY  AND  TEND  TOWARD  BUREAUCRACY 

To  effectively  carry  out  the  provisions  of  the  law,  would  necessitate  nn 
elaborate  policing  system  and  establishment  of  an  extensive  m^cWnerv  a? 
a  huge  cost  to  an  already  overburdened  tax-paying  public  machinery,  at 

6.   ADDITIONAI.   MATTERS    WHICH    SHOULD   BE   CONSIDERED 

Industry  is  in  no  position  to  absorb  the  increased  cost  incident  to  the  nro- 
posed  law.  Attempts  to  pass  such  increase  to  the  consumer  would  result^ 
sales  resistance  and  consequent  lessened  demand  for  goods  SXiallv  tho^e 
not  imperatively  needed.  suoiis,  efc.peciaiiy  tnose 
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Employers  who  have  long-term  contracts  based  on  o  40-hour  week  pro- 
duction sdiedule  as  allowed  by  their  codes,  and  with  litlle,  if  any,  margin  of 
profit,  would  sustain  serious  losses  by  enactment  of  tl.e  bill,  not  alone  due 
to  the  effect  on  hours  and  wages,  but  also  because  of  the  increased  material 
prices  to  be  purchased  for  use  in  such  contract 

Concerns  which  have  been  staggering  or  sharing  employment  would  be  forced 
to  curtail  forces. 

The  measure  ignores  the  fact  that  not  all  mechanical  operations  can  be 
divided  among  employees.  It  is  also  diflacult  for  one  mechanic  to  follow 
through  or  pick  up  an  operation  where  another  has  left  off. 

No  distinction  is  made  between  continuous  and  noncontinuous  processes. 

Foundries  could  not  be  profltiibly  and  practically  operated  on  a  6-hour 
day  basis.  Heats  cannot  always  be  readily  timed  and  limited  to  a  6-hour 
day. 

Employers  will  be  constantly  at  the  peril  of  being  subject  to  penalties  in 
attempting  to  plan  their  dally  and  weekly  production  schedules.  Continual 
reorganization,   readjustment,   and   disorganization   of   methoils  are  bound   to 

result 

Workers  engaged  in  manufacture  of  products  for  shipment  in  interstate 
commerce,  whose  hours  and  earnings  are  proposed  to  be  limited,  would  bear 
the  burden  of  the  experiment,  while  those  in  other  vocations  and  trades  would 
not  be  so  restricted  in  working  time  or  earnings. 

Domestic  concerns  would  be  placed  at  a  disadvantage  with  foreign  com- 
petitors. 

Our  members,  since  the  inception  of  the  existing  depression,  have  been  ex- 
ercising means  and  measures,  at  considerable  sacrifice,  to  aid  in  reemployment 
and  increasing  purchasing  power.  They  feel,  however,  that  the  provisions 
of  the  Black  bill  are  ill  advised  and  will  not  solve  the  unemployment  problem. 


Statemknt  of  Hknby  Stxjde,  American  Bakkks  Association 

We  wish  to  register,  on  behalf  of  the  baking  Industry,  our  strenuous  objec- 
tions to  bill  S.  87— the  so-called  "30-hour  bill'— which  is  now  before  your 
subcommittee. 

We  will  say,  first,  that  we  are  intensely  in  sympathy  with  what  we  know  Is 
the  sincere  purpose  of  the  proponents  of  the  bill — to  increase  employment  and 
purchasing  power  and  thereby  to  effect  that  geneml  improvement  which  is 
called  "  recovery."  But  we  submit  that  the  bill,  as  law,  would  not  only  fall 
miserably  to  accomplish  that  purpose,  but  would  deal  a  possibly  fatal  blow  to 
recovery. 

Serious  as  are  the  general  objections  to  the  bill,  they  are  not  one-half  so 
serious  as  are  the  objections  which  would  arise  from  application  of  its  provi- 
sions to  the  baking  industry,  wiUi  which  we  are  particularly  concerned. 

In  the  first  place,  the  baking  industry'  already  has,  to  the  limit  of  its  resources, 
contributed  to  employment  and  purchasing  power.  On  July  9,  1934,  the  baking 
industry  became  subject  to  a  co<le  of  fair  comi>etition,  under  which  it  has 
operated  to  the  present  time. 

The  Executive  order  approving  the  code  required  a  report  on  the  effect  of 
the  code  lal)or  provisions.  Last  week  the  Code  Authority  reported  to  the 
President  on  the  basis  of  a  Nation-wide  survey  which  showed,  as  of  September 
1934,  that: 

4,095  Bakeries  in  September  1934  employed 98,333 

The  same  bakeries  in  March  1933  employed 77,  868 

This  shows  an  Increased  employment  of *  20, 465 

These  bakeries  In  September  1934  had  a  weekly  pay  roll  of $2, 416,  669 

These  bakeries  In  March  1983  had  a  weekly  pay  roll  of 1^  792,  811 

This  shows  an  increase  of 623,  858 

It  is  too  much  to  assume  that  having  shouldered  an  increase  in  pay  rolls 
of  34.7  percent  by  September  1984  (with  still  greater  increases  as  code  enforce- 
ment is  completed),  the  industry  can  now  reduce  Its  hours  to  £ft)  and  still 

survive. 

It  may  seem  absurd  to  infer  that  an  Industry,  as  such,  might  not  survive. 
But  the  baking  industry  is  subject  to  unusual  forces.     The  baking  Industry 

1  Increase   of  26.8   percent. 
*  Increase  of   34,7   percent. 
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doeis  something  for  the  housewife  which  she  can  do,  though  not  as  well, 
herself.  And  she  does  it  herself,  whenever  for  any  reason  it  becomes  desir- 
able for  her  to  do  so. 

She  does  it  whenever  the  prices  of  the  industry's  products  become  too  high 
for  her  liking. 

When  she  buys  the  product  she  pays  for  the  labor  of  making  it.  When 
the  price  of  that  labor  becomes  so  high  that  it  is  no  longer  worth  while  for 
her  to  pay  for  that  labor,  and  it  becomes,  instead,  worth  while  to  use  the 
labor  of  her  own  hands  In  the  making  of  the  product,  she  stops  buying  the 
product  from  the  baking  industry  and  makes  it  in  her  own  kitchen — thus 
having  no  further  need  for  either  baking  industry  employer  of  baking  industry 
employee.  A  loaf  of  bread  Is  not  a  pair  of  shoes.  She  need  not  buy  it,  for 
she  can  produce  it  herself — thus  avoiding,  not  only  increase  in  wages  but 
all  wages. 

In  no  other  Industry  have  we  so  perfect  a  i)ossibility  of  killing  the  goose 
that  lays  the  golden  eggs  of  employment  and  purchasing  power. 

This  ever-present  factor  Is  accentuated  by  the  low  per-unit  price  of  the 
Industry's  products  and  the  unusually  large  percentage  of  the  sales  dollar 
which  goes  to  wages.  This  amounts  to  from  25  percent  to  40  percent,  depending 
upon  the  type  of  product  and  the  point  of  purchase. 

Because  the  product  sells  for  but  a  few  cents  and  because  it  is  so  close 
to  the  consumer,  she — the  consumer — is  especially  sensitive  to  any  chnnge 
in  Its  price.  That  sensitivity  already  has  served  to  prevent  recoupment  of 
increases,  not  only  In  labor  costs,  but  in  all  costs  borne  by  the  baker.  The 
baker  has  paid  increased  material  costs  and  heavy  processing  taxes,  to  aid 
the  farmer  under  the  Agricultural  Adjustment  Administration  program.  He 
has  paid  Increased  labor  costs  under  the  N.  R.  A.  program.  And  in  great  degree 
he  has  had  to  bear  these  entirely  alone,  for  the  housewife,  standing  at  the 
other  end  with  her  oven  door  figuratively  open,  does  not  encourage  an  invita- 
tion to  participate  in  these  contributions. 

When  the  baker  receives  his  materials  they  have  already  passed  through  the 
hands  of  one  or  more  processors.  These  materials  carry  with  them  the  con- 
version charges  (mostly  labor)  plus  transportation  and  taxes.  Every  barrel 
of  flour  In  a  Washington  bakery  carries  a  fixed  charge  of  $3.66.  This  is  made 
up  as  follows : 

Hauling  box  car  to  bakery $0.  20 

Freight  Kansas  City  to  Washington 1.  05 

Containers  (cotton  sacks) . .25 

Millers  conversion  charge  (less  byproducts) . .30 

Freight  wheat  fields  to  mill .48 

Processing  tax «    1.  38 

8.66 

All  other  materials  used  by  the  baker  are  subject  to  similar  fixed  charges 
which  the  baker  must  assume  and  pass  on  to  the  consumer.  Increase  each  item 
by  the  application  of  the  30-hour  bill.  Then  add  the  baker's  increased  labor  cost 
(now  25  to  40  percent  of  his  Income)  produced  by  the  30-hour  bill,  and  you 
produce  a  prohibitive  cost. 

The  Industry  is  faced,  not  only  with  a  transfer  of  bread  baking  to  the  home 
kitchen,  but  with  an  absolute  and  extensive  decrease  In  total  bread  consump- 
tion. Competition  of  other  foods  and  changes  in  living  habits  have  brought 
this  about.  The  result  has  been  to  leave  the  Industry  In  a  seriously  weakened 
condition — a  condition  that  needs  only  a  30-hour  week  to  perfect  the  destruction. 

Employers  are  on  the  ragged  edge.  The  marginal  operator,  because  of 
universal  Increases  in  costs  which  far  outdistance  Increases  In  Income,  has 
become  the  rule  rather  than  the  exception.  This  bill,  if  enforced,  would  pro- 
duce business  fatalities  which  would  by  far  outweigh  any  immediate  benefits 
to  employees  of  employers  whose  resources  might  enable  them  to  stand  the  blow. 
We  speak  from  intimate  knowledge  when  we  say  that  fatalities  In  the  baking 
industry  would  be  tremendous.  Reducing  the  number  of  employers  is  not  an 
effective  way  of  getting  more  persons  employed.  It  is  quite  ix)ssible  that  the 
reaction  of  this  drastic  measure  might  be  a  re<luctlon.  rather  than  an  Increase, 
in  aggregate  employment.  It  is  certain  that  in  many  industries  the  establish- 
ments which  would  be  left  standing  by  this  bill  would  not  completely  absorb 
the  former  employees  of  bankrupt  competitors. 
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The  baking  industry  is  characterized  by  a  plentitude  of  marginal  opera- 
tors, to  whom  the  bill  would  be  fatal.  Perhaps  in  the  long  run  it  is  economic 
that  they  should  be  eliminated.  But  their  elimination  at  this  time  would  not  be 
good  for  employment. 

The  rigidity  of  a  30-hour  week  would  work  a  particular  hardship  on  the 
baking  industry.  Baking  is  a  domestic  art.  As  such  it  is  characterized  by 
waiting  time,  by  slow,  careful  handling  of  ingredients,  by  special  skill— by  a 
thousand  and  one  baking  peculiarities  and  delays.  When  the  dough  is  once 
mixed  it  must  go  through  its  schedule  of  fermentation,  proofing,  baking,  cool- 
ing.   It  cannot  be  stopped  and  started.    It  cannot  be  delayed  or  acct^lerated. 

The  baking  industry  deals  in  a  perishable  food.  People  eat  every  day  and 
want  to  buy  their  bread  every  day.  Industries  dealing  in  noni)erishables  can 
adjust  their  operations  to  a  5-day  week  by  closing  on  Saturday  and  Sunday. 
We  cannot.  To  provide  for  Sunday's  supply  of  bread  we  have  a  peak  load 
on  Saturday. 

The  baking  Industry  consists  of  approximately  32,000  units.  Between  20,000 
and  25,000  are  small  local  retail  enterprises  employing  two  or  three  people. 
Upon  the  passage  of  this  bill  these  enterprises  would  immeiiiately  discharge 
their  two  or  three  employees,  convert  their  business  into  family  affairs,  doing 
their  own  work,  thus  Immediately  defeat  the  purposes  of  the  bill. 

For  all  these  reasons  we  register  with  you  our  strenuous  objections  to  bill 
S.  87. 


Statement  of  the  Manufactubers'  Association  of  Connecticutt,  Inc.,  osp 

Hartford,  Conn. 


qualification 

The  Manufacturers  Association  of  Connecticut,  Inc.,  is  an  organization  com- 
posed of  practically  all  the  important  manufacturers,  both  large  and  small,  in 
the  State  of  Connecticut.  The  organization  was  founded  In  1815,  and  regularly 
undertakes  comprehensive  studies  on  legislation  affecting  the  industries  of 
Connecticut. 

BBQRET  nonappearance 

It  is  with  extreme  regret  that  the  Manufacturers  Association  of  Connecticut 
learns  through  a  wire  received  from  the  clerk  of  the  subcommittee  on  the  30- 
hour  week  of  the  Labor  Committee  that,  because  of  the  large  numl)er  of 
requests  for  hearings,  the  association's  request  could  not  be  met.  Consequently, 
the  suggestion  of  the  clerk  of  the  subcommittee  that  a  brief  be  filed  is  com- 
plied ^\ith. 

objections  to  THE  PROVISIONS  OF  THE  BILL 

We  believe  that  the  bill  is  based  upon  a  false  assumption  that  unemployment 
will  be  materially  minimized  if  it  can  be  spread  by  means  of  a  compulsory 
maximum  weekly  hour  legal  stipulation.  The  bill  overlooks  the  fundamental 
precept  that  there  are  not  even  now  a  sufficient  number  of  capable  operatives 
for  each  line  of  productive  processes  of  the  manufacturing  industry.  The  pro- 
posal assumes  that  any  man  is  capable  of  performing  any  task  which  might  be 
available.  It  Ignores  entirely  the  fact  that  there  are  many  degrees  of  skill  re- 
quired in  each  Individual  Industrial  establishment  and  In  Industrial  establish- 
ments as  a  whole. 

Prior  to  the  depression,  the  work  week  varied  from  48  to  00  hours,  depending 
upon  the  type  of  industry.  Under  the  code  system,  the  average  is  slightly  above 
40  hours.  Consequently,  we  have  a  reduction  of  from  15  to  35  percent  in  effec- 
tive skilled  workers  effort.  Many  of  those  skilled  workers  available  to  manu- 
facturing industry  In  1920  prior  thereto  have  gone  in  to  other  lines  of  endeavor 
and  have  forever  forsaken  factory  employment. 

Prior  to  the  depression,  apprenticeship  training  systems  were  in  effect  to 
a  greater,  or  to  a  lesser,  degree  in  practically  all  manufacturing  establishments. 
The  operation  of  the  codes  has  made  the  employment  of  apprentices  unprofitable 
and  the  system  which  is  now  being  put  Into  force  by  the  United  States  Depart- 
ment of  Labor,  in  accordance  with  the  recommendations  of  its  Apprentlce- 
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ship  Committee,  is  causing  so  much  apprehension  as  to  the  future  control  of 
apprentices  that  apprenticeship  systems  are  gradually  being  abandoned. 

It  is  our  firm  belief  that  we  are  approaching  a  period  in  American  history 
where  there  will  be  a  serious  lack  of  available  operatives  in  the  skilled  and 
semiskilled  groups.  Such  a  condition  will  certainly  result  in  an  unduly  high 
scale  of  wages,  which  will  increase  costs  so  as  to  decrease  consumption  and, 
with  the  inevitable  lowering  of  United  States  import  rates  under  the  Recipro- 
cal Tariff  Treaty  plan,  we  may  look  forward  to  a  really  disastrous  period  in 
American  industry. 

The  great  burden  of  inequalities  as  established  by  a  maximum  work  week 
of  30  hours  will  fall  most  heavily  upon  the  unskilled  and  semiskilled,  since 
wages  would  inevitably  be  decreased  in  these  classes  and  since  their  cost  of 
living  must  assuredly  rise. 

Mechanization  of  industry,  it  is  claimed,  has  caused  a  fairly  large  percent- 
age of  our  unemployment.  If  further  mechanization  is  not  desirable,  a  maxi- 
mum work  week  of  30  hours  should  not  be  established. 

The  answ^er  of  proponents  of  legislation  of  this  type  to  many  of  the  argu- 
ments presented  by  the  opposition  is  that  no  difficulties  will  arise  because 
of  the  ease  of  establishing  shifts  in  practically  all  types  of  Industrv.  In  this 
contention,  we  find  another  great  fallacy,  because  the  ability  to  run  shifts 
depends  upon  available  skilled  workers.  Shifts  cannot  be  made  to  conform 
to  sudden  fluctuations,  undeterminable  in  advance  as  definite  trends.  Shifts 
can  be  run  only  if  they  are  run  regularly  and  proportionately.  Proportionate 
operation  under  a  30-hour  limitation  would  mean  reduction  below  30  hours 
to  a  point  where  income  would  not  be  sufficient  to  constitute  a  living  wage. 

In  all  that  we  have  said,  we  are  fully  aware  that  the  drafters  of  the  hill, 
apparently  unfamiliar  with  the  manufacturing  industry,  have  felt  that  they 
have  solved  the  whole  situation  in  the  wording  of  section  1.  Even  if  the  plan 
for  i)ermitting  fiexibility  were  workable,  would  the  workers  of  the  country 
desire  to  have  placed  in  the  hands  of  one  person,  or  anyone  designated  by  that 
person,  the  power  to  attempt  to  lengthen  the  work  week?  When  we  arrive 
at  a  period  of  greater  productivity,  the  number  of  legitimate  requests  for 
exemption  would  exceed  the  number  of  cases  In  which  requests  were  not  asked. 
If  legitimate  and  meritorious  requests  were  not  honored,  the  provision  In 
section  1  Is  not  an  honest  one.  If  they  are  honored,  the  promise  of  a  30-hour 
week  is  not  an  honest  one.  In  any  event,  the  bill  provides  for  a  bureaucracy 
of  the  vilest  form  which  can  crush  industry  and  its  workers. 

Equally  vile  is  the  invoking  of  the  power  of  Government  purchases — a  method 
used  coerclvely  too  often  in  connection  with  the  National  Industrial  Recovery 
Act — a  form  of  coercion  unquestionably  never  intended  by  those  who  voted 

It  is  the  hope  of  the  Manufacturers  Association  of  Connecticut  that  those 
members  of  the  Senate  and  House  of  Representatives  who  honestly  have  the 
welfare  of  the  workers,  the  managements,  and  the  investors  in  American 
industry  at  heart  will  scrutinize  carefully  the  really  disastrous  effects  which 
will  attend  any  attempt  to  establish  a  i)ermanent  maximum  hour  limit  on  the 
industries  of  the  several  States. 


Statement  of  John  W.  O'Leaby,  President  Machinery  and  Allied  Products 
Institute  on  the  Black  Senate  Bill  87,  the  Thirty-Hour  Week  Bill 

The  Machinery  and  Allied  Products  Institute  is  a  federation  of  58  trade 
associations  representing  manufacturers  throughout  the  country  of  machinery 
and  allied  products.  The  appended  list  of  member  organizations  of  Machinery 
and  Allied  Products  Institute  (exhibit  A)  evidences  at  a  glance  the  wide  scope 
of  the  machinery  industries  and  the  diversification  of  the  products  manufac- 
tured. Producers  of  machinery  and  allied  products,  numbering  approximately 
1,300  established  firms  and  corporations  throughout  the  country  employ,  in 
normal  times,  in  excess  of  300.000  workers  in  the  production  of  maehinerv, 
the  selling  price  of  which  in  1929  exceeded  $1,000,000,000.  These  industries, 
an  important  unit  in  the  capital  goods  field,  have  felt  the  depression  with 
unusual  severity. 

Since  1930,  purchases  of  machinery  have  amounted  to  only  about  15  percent 
of  the  normal  demand.  Of  the  employable  Americans  who  are  at  present  un- 
employed, it  is  reliably  estimated  that  50  percent  should  normally  be  employed 
in  the  capital  goods  industries.    Too  great  an  emphasis  cannot  be  placed  on  the 
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economic  necessity  of  a  sharp  distinction  and  separate  treatment  of  tlie  capi- 
tal goo<ls  industries.  Such  Industries  commonly  have  two  characteristics :  first, 
a  relatively  large  capital  investment  in  proportion  to  sales,  and  second,  need 
for  a  higli  proportion  of  skilled  workers.  Most  of  these  industries  are  accus- 
tomed to  cyclical  and  some  of  them  to  seasonal  variations  in  the  demand  for 
their  production. 

It  is  to  be  presumed  that  employers  in  these  industries  have  learned  how 
to  adjust  their  prices  so  that  if  efficient  they  may  reasonably  count  upon  a 
profitable  business  based  upon  the  average  volume  that  they  are  able  to  attain. 
Similarly,  they  have  doubtless  learned  how  to  conserve  the  essential  parts  of 
their  working  forces  in  their  normally  less  prtxluctive  i)eriods. 

However,  a  depression  extending  over  a  period  of  5  years,  and  of  an  unparal- 
leled intensity,  has  stirred  these  industries  to  their  very  foundations.  Almost 
without  exception  these  employers  have  been  obliged  to  maintain  plants  that 
are  vastly  larger  than  necessary  for  producing  a  small  fraction  of  capital  goods 
required  (about  15  percent  of  normal),  and  almost  without  exception  these 
employers  have  found  it  necessary  to  retain  a  larger  number  of  employees  than 
is  justified  by  the  demand  for  goods. 

It  is  characteristic  of  the  industries  in  the  machinery  and  allied  products 
field  that  sweat-shop  conditions  have  never  prevailed,  as  to  hours  of  work 
or  rates  of  pay.  The  need  for  such  a  high  prop<irtion  of  skllle<l  laborers  in 
the  manufacture  of  the  type  of  goods  produced  by  these  Industries  has  kept 
wages  at  levels  out  of  all  proportion  to  the  levels  of  many  other  Industries, 
The  continuous  employment  of  50  percent  of  the  number  of  1929  workers,  in  the 
face  of  a  sales  volume  of  only  15  percent  of  the  1929  volume  was  maintained  at 
wage  levels  which  were  lowered  but  slightly,  subsequently  increased,  and  at 
the  present  time  estimated  to  be  5  percent  in  excess  of  the  1929  i^eak. 

It  is  readily  apparent  from  these  circumstances  that  manufacturers  of 
machinery  jmd  allied  prwlucts  have  l)een  able  to  contribute  its  full  share  in 
the  battle  against  unemployment  at  a  time  when  in  many  other  industries 
declining  sales  volume  forced  early  and  proportionate  curtailment  of  emplov- 
ment  and  rapid  decline  in  wage  levels. 

The  objective  of  recovery  Is  emplo.vment  of  the  idle.  Employment  in  capital 
goods  industries  is  possible  only  as  their  products  can  be  sold.  Such  goods 
can  be  sold  only  on  the  basis  of  prices  that  will  create  demand ;  but  demand 
for  capital  goods,  durable  In  character,  has  been  and  can  be  deferred.  The 
price  the  buyer  will  pay  for  a  product,  the  purchase  of  which  can  be  deferred, 
determines  the  maximum  price  the  seller  can  obtain.  Ability  to  defer  demand 
constitutes  ability  to  shop  closely  and  place  pressure  on  prices.  This  industry 
has  lost  a  large  portion  of  its  working  capitiil  through  years  of  depression 
in  which  income  failed  to  meet  out-of-pocket  operating  expenses,  let  alone  taxes, 
depre<-iation.  or  return  on  capital  investment.  The  price  at  which  Its  pro<lucts 
can  be  sold  determines  the  cost  that  it  can  incur.  Present  coftt»  which  have 
failed  to  move  goods  and  to  create  employment  nmst  be  reduced  to  levels  that 
will  move  goods  and  provide  employment. 

These  principles  the  Machinery  and  Allied  Products  Institute  and  its  under- 
lying membership  have  long  urged  as  being  vital  and  necessary  to  any  appre- 
ciable recovery  in  the  cnpital  goods  industries.  They  have  been  repeatedly 
presented  to  the  National  Recovery  Administration,  under  which  emergency 
organization  regulation  of  hours  and  wages  of  industry,  have  been  introduced 
through  codificati(m.  Because  this  bill  now  bef(»re  the  Senate  (S.  87,  Black) 
proposes  to  make  i)ermauent  through  legislation  the  regulation  of  hours  of  in- 
dustry and  to  still  further  and  substantially  shorten  the  work  week,  it  seems 
particularly  appropriate  that  the  experience  of  machinery  and  allied  products 
manufacturers  under  the  National  Industrial  Recovery  Act  should  be  broujiit 
into  discussion  in  order  that  the  experience  gained  under  the  National  In- 
dustrial Recovery  Act  may  guide  and  benefit  consideration  of  proposed  legisla- 
tion on  the  subject. 

In  our  deliberations  with  the  National  Rt^covery  Administration  we  were  con- 
fronted with  the  *'  purchasing  power  philosophy."  Every  effort  of  the  Adndn- 
istration  during  those  early  days  was  focused  on  the  problem  of  restoring  com- 
modity price  levels  to  or  toward  those  prevailing  in  1926,  in  part  as  a  form  of 
debtor  relief  and  also  becau.se  of  a  sincere  belief  that  higher  prices  ahnost  regard- 
less of  how  achieved,  spelled  prosperity.  The  proponents  of  that  philosophy 
may  have  forgotten  that  a  distorted,  forced  lift  in  commodity  prices  operating 
(through  codes)  disproportionately  <;n  different  industrial  products,  served  to 
produce  disequilibrium  rather  than  equilibrium,  thus  retarding  rather  than 
accelerating  the  increased  production  of  goods  necessary  to  achieve  the  objective 
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of  a  more  abundant  life.    Restoration  of  economic  balance,  a  very  different 
thing,  provides  through  an  increased  demand  a  sound  basis  for  attaining  that 

end. 

We  immediately  recognized  the  difficulties  which  would  confront  this  particu- 
lar industry  on  following  such  a  "  purchasing  power  philosophy."  Accordingly, 
we  pre.sented  our  problem  to  the  National  Recovery  Administration  and  urged  a 
separate  consideration  of  the  capital  goods  industries  in  the  fixing  of  hours 
and  wages. 

Our  viewpoint  was  largely  disregarded  in  the  limitations  established  for  the 
machinery  Industry  as  finally  fixed  in  its  code.  Forty  hours  was  established  as 
a  maximum  work  week.  Rigid  working  conditions  were  established  within  this 
maximum.  There  has  been  as  yet  no  significant  increase  in  reemployment  in 
either  the  capital  goods  industries  as  a  whole  or  that  portion  of  it  represented 
by  manufacture  within  the  machinery  and  allied  products  industries,  although 
every  effort  has  been  made  to  stimulate  employment  in  these  industries.  The 
aggregate  expansion  of  employment  within  the  durable  goods  industries  since 
July  1933  has  been  1  percent.  Deilucting  the  employment  created  by  Govern- 
ment-financed undertakings,  this  increase  of  employment  would  be  reduced  to 
less  than  1  percent.     (Exhibit  B.) 

During  this  period  as  a  whole  our  industry  has  operated  at  a  loss.  It  is  too 
early  as  yet  to  gage  complete  results  for  1934,  but  even  during  the  rapid  up- 
ward surge  of  the  first  half  of  last  year,  deficits  were  numerous,  and  on  net  bal- 
ance total  profits  inconsequential.  There  is  a  real  possibility  that  when  results 
for  the  last  half  year,  in  which  the  business  volume  was  materially  lower,  be- 
come available,  one  more  12-month  period  of  operations  without  profit  will  be 
added  to  the  series  of  similar  years  which  have  preceded  it. 

During  every  depression  new  enterprise  hesitates,  existing  ventures  falter, 
and  the  demand  for  new  durable  goods  diminishes.  Prospective  customers 
can  choose  to  turn  to  existing  services  or  to  continuing  the  operation  of  exist- 
ing machinery  if  the  first  cost  of  new  equipment  is  considered  to  be  too  high. 
The  replacement  of  obsolete  facilities  and  the  opening  up  of  new  ventures  will 
be  undertaken  only  in  anticipation  of  a  profit.  Long-time  credit,  at  reasonable 
cost,  is  essential  to  the  sale  of  capital  goods,  but  long-time  credit  at  reasonable 
cost  is  not  alone  suflacient.  To  stimulate  a  speculative  forward-lo<3king  demand 
for  durable  goods,  they  must  be  procurable  at  prices  suflBciently  low  to  make 
probable  a  profit  in  their  future  use.  As  I  have  stated  earlier,  the  price  at 
which  our  products  can  be  sold  determines  the  cost  that  may  be  incurred. 
Cost  consists  primarily  of  labor,  materials,  taxes,  and  depreciation.  Losses 
have  been  such  that  depreciation  has  been  merely  accrued  rather  than  actually 
earned.  Taxes  are  a  fixed  charge  beyond  the  control  of  management ;  increas- 
ing in  amount  and  inevitably  subject  to  major  future  increases  due  to  such 
increased  national  debt  as  may  be  created  by  government  expenditures  in  ex- 
cess of  Income.  Labor  and  materials  represent  remaining  major  items  in  cost. 
It  is  possible  through  elaborate  statistical  computations  to  estimate  the  total 
labor  element  entering  into  materials,  but  such  estimates  carried  back  through 
a  long  series  of  prior  processes,  accumulate  along  the  way  such  elements  ol? 
error  that  the  results,  no  matter  how  elaborately  portrayed  in  detail,  deserve 
no  other  characterization  than  the  blunt  term  of  constituting  statistical  absurd- 
ities. In  actual  fact  material  costs  to  an  indeterminate  but  thoroughly  domi- 
nant extent  represent  wage  payments  made  through  a  long  series  of  pricw 
l)rocesses. 

Since  lower  costs  are  necessary  in  order  to  permit  lower  prices  for  capital 
goods  (the  profit  element  even  today  being  essentially  absent  after  two  and 
&  half  years  of  so-called  "  economic  recovery  " ) ,  and  since  in  the  truest  and 
broadest  sense  costs  are  predominantly  labor  costs,  reemployment  in  this 
industry  cannot  be  achieved  until  unit  labor  costs  are  reduced.  Unit  labor 
costs  must  be  reduced  and  yet  the  industry  must  pay  and  labor  should  re- 
ceive a  living  wage  even  under  current  operating  conditions.  The  only  way 
in  which  living  wages  can  be  maintained  and  unit  labor  costs  reduced  is 
through  a  lengthened  work-week.  Labor  cannot  eat  wage  rates  but  must 
live  on  tlie  contents  of  the  pay  envelope.  Codes  which  have  shortened,  oc 
legislation  which  if  enacted  will  shorten  hours  to  such  an  extent  that  a 
living  wage  necessitates  1929  wage  rates  in  the  middle  of  a  major  depression 
with  10,()00,0()0  men  Idle  and  a  national  income  not  greatly  in  excess  of  half 
of  th«  i)redepression  volumes  caimot  and  will  not  sell  goods.  Furthermore, 
restrictions  upon  employment  of  labor  so  rigidly  drawn  with  respect  to  tlieir 
provisions  that  in  actual  practice  companies  cannot  even  approximate  tlie 
maximum  hours  i^rmltted,  will  not  fill  pay  envelopes. 
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Rigidity  in  hour  provisions  such  as  is  in  the  measure  under  consideration 
has  not  been  practical  in  industries  producing  nonstandardized  products  man- 
ufactured to  order.  Only  a  small  percentage  of  the  products  of  the  machinery 
industry  can  be  built  for  inventory  in  advance  of  sale.  Customers'  specifica- 
tions are  presented ;  designing,  estimating  and  production  must  follow.  In 
the  interest  of  recovery  it  is  essential  therefore  that  labor  provisions  be  flexible. 
In  the  servicing  of  other  industries  with  the  machinery  which  they  require  for 
their  production  delay  In  delivery  may  often  create  unemployment  in  the 
purchasing  industry. 

Production  of  durable  goods  decreased  63  percent  as  compared  with  a  17 
percent  reduction  for  nondurable,  essentially  consumers  goods,  from  1929  to 
November  1934.  Production  of  durable  goods  decreased  45  percent  as  compared 
with  an  18  percent  reduction  for  nondurable  goods,  as  between  July  1933,  the 
last  precode  month,  and  November  1934.  Durable  goods  had  regained,  as 
of  November,  but  20  percent  of  the  ground  lost  during  the  depression,  as  con- 
trasted with  40  percent  for  the  essentially  consumers  goods  group.  (Verifi- 
cation of  these  statements  exist  in  the  Federal  Reserve  Board  Indices  of 
manufacturing  production  in  the  United  States.) 

This  drastic  decline  in  the  production  of  durable  goods  has  naturally  caused 
a  huge  decline  in  employment  in  these  industries. 

Unemployment  in  the  United  States  during  November,  as  estin\ated  by 
Col.  Leonard  P.  Ayres,  totaled  10,845,000.  Of  this  total  1,385,000,  or,  but 
13  percent  were  found  in  consumers  goods  industries. 

Four  million  five  hundred  eighty-six  thousand,  or  42  percent,  were  individuals 
normally  employed  in  service  industries,  the  bulk  of  whose  reabsorption  into 
productive  employment  concededly  depends  upon  recovery  in  the  durable  goods 
industries. 

Four  million  eight  hundred  and  seventy-four  thousand,  or  45  percent  (the 
largest  unemployed  group),  of  the  total  are  concentrated  in  the  depressed 
durable-goods  industries. 

Furthermore,  only  nine  out  of  each  hundred  persons  normally  employed  in 
consumers  goods  industries  are  without  work  compared  with  twenty  in  the  case 
of  service  industries  and  forty-nine  out  of  each  hundred  in  durable-goods 
industries. 

The  percentage  of  unemployed  to  total  normally  employed  (based  upon  the 
Federal  Census  of  1930)  is  more  than  five  times  as  great  in  the  durable-goods 
industries  as  in  the  consumei*s-goods  group. 

Conditions  in  our  industries  as  a  whole  may  be  graphically  portrayed  through 
the  chart  which  I  now  submit  (Exhibit  C),  showing  the  actual  experience  of 
a  typical  member  company  of  substantial  size  operating  under  the  codes,  which 
govern  the  machinery  and  allied  products  industries. 

In  December  19€^,  average  man-hours  worked  weekly  in  this  company  are 
but  34  percent  of  the  1929  average.  Heavy  expenditures  financed  by  the  Public 
Works  Administration  account  for  the  bulk  of  the  gain  from  low  point  of 
12  percent ;  actual  industrial  demand  for  this  company's  products.  uiK)n  which  it 
must  rely  as  orders  financed  by  the  Public  Works  funds  are  completed,  still 
remains  fairly  close  to  depression  lows.  In  this  particular  segment  of  the 
machinery  industry  unemployment  is  essentially  frozen  at  high  levels. 

Actual  hourly  wages  average<l  61  cents  in  1929.  The  lowest  wage  scale  i)aid 
during  the  depression  averaged  46  cents.  Average  rates  of  64  cents  in  December 
1934,  were  5  percent  higher  than  during  the  prosperity  year  of  1929.  At  no  time 
during  this  period  did  wage  rates  decline  as  rapidly  as  cost  of  living;  at 
the  low  point  in  wage  scales  the  purchasing  power  of  an  hour's  labor  was 
greater  than  in  1929 — in  December  1934,  it  was  30  percent  greater. 

But  labor  may  well  remind  us,  and  we  will  agree,  that  we  ourselves  have 
stated  that  labor  lives,  not  on  wage  rates,  but  from  the  proceeds  of  pay 
envelops.  In  1929  the  worker  averaged  51.4  hours  per  week  of  employment. 
This  momentarily  dropped  to  a  fraction  below  30  at  the  depth  of  the  depression,, 
and  at  the  period  of  seasonal  dullness,  in  July  of  1932.  From  this  point  the 
weekly  hours  increased  to  44.6  in  July  of  1933.  Then  came  the  P.  R.  A.  and  the 
codes,  and  in  December  1934  the  aveage  workman  was  employed  34.8  hours — 
a  decrease  of  32  percent  from  1929  and  22  percent  from  the  level  of  midsummer 
of  1933.  In  actual  practice  operations  of  this  company  are  such  that  a  40-hour 
code  cannot  give  to  labor  more  than  a  35-hour  week. 

The  average  pay  envelop  contained  $32.21  in  1929.  It  touched  a  low  point 
of  about  $17.00  during  the  worst  of  .1932 — from  that  point  the  trend  was  irregu- 
larly upward,  crossing  $20.00  in  June  of  1933.    The  December  1934  total  was 


moderately  higher  at  $22.46.  To  pay  that  wage,  however,  with  the  worker 
employed  22  percent  fewer  than  the  precode,  and  32  percent  fewer  than  the  1929 
average  hours,  wage  rates  stand  above  1929  levels  at  a  time  when  the  cost  of  liv- 
ing is  lower.  The  worker  receives  and  the  company  pays  per  unit  of  labor  per- 
formed, a  purchasing  power  32  percent  above  that  in  1929.  The  weekly  pay 
envelop  is  30-percent  thinner  In  dollars,  and  even  with  the  lower  cost  of  living, 
purchases  11  percent  less.  This,  however,  is  but  part  of  the  story.  It  is  the 
story  of  the  worker  with  a  job. 

Even  with  the  temporary  fillip  of  large  public  works  financed  orders,  less 
than  half  as  many  workers  are  employed.  The  Government  is  indirectly 
financing  the  employment  of  a  large  proportion  of  the  workers  on  pay  rolls. 
It  Is  likely  that  the  Government  is  supporting,  through  one  form  of  relief 
or  another,  a  large  proportion  of  those  former  employees,  to  whom  the  company 
cannot  give  employment.  The  company's  unit  labor  costs  have  so  increased  the 
cost  of  its  product  that  its  customers  are  deferring  purchases — and  the  company 
is  operating  at  a  deficit,  disregrading  entirely  the  item  of  fixed  charges. 

We  submit  that  in  such  a  case  the  codes  under  which  we  operate  h!ave 
retarded  rather  than  facilitated  reemployment.  They  have  reduced  the  volume 
of  production,  the  increase  of  which  the  Administartion  has  recently  stated 
holds  the  greatest  hope  for  reemployment. 

The  Bureau  of  Labor  Statistics,  in  its  Wages  and  hours  comparisons,  lists 
data  for  34  specific  industries.  These  figures  do  not  extend  back  to  1929.  We 
have  compared  the  movement  of  the  B.  L.  S.  figures  with  those  of  the  National 
Industrial  Conference  Board  for  the  overlapping  period.  The  correlation  is 
sufliciently  close  to  warrant  certain  conclusions,  drawn  directly,  of  necessity, 
from  the  Conference  Bdard  figures,  but  substantiated  for  the  overlapping  period 
by  those  of  the  Bureau  of  Labor  Statistics.    These  conclusions  follow : 

(a)  Wages  in  the  durable  goods  industries  are  substantially  at  1929  levels. 

(&)  Hours  of  actual  employment  have  been  reduced  from  49  in  1929  to  34  in 
November  1934 — a  decrease  of  approximately  30  percent 

(c)  Average  weekly  earnings  have  decreased  from  approximately  $31  to 
$21. 

In  spite  of  prosperity  wage  rates,  actual  weekly  pay  has  been  materially 
reduced,  and  reemployment  lags.  What  is  more,  reemployment  must  lag 
so  long  as  unit  labor  costs  in  the  industry  are  so  high  that  customers  are 
both  unwilling  and  unable  to  buy  its  products. 

I  submit  to  you,  Mr.  Chairman,  the  statistical  table  (exhibit  D)  drawn  from 
both  the  Bureau  of  Labor  Statistics  and  the  National  Industrial  Conference 
Board,  which  validates  each  conclusion  I  have  drawn. 

Facing  facts  is  not  always  pleasant.  We  should  always  strive  toward 
ideals,  but  to  reach  them  we  must  be  realistic.  After  over  a  year  of  earnest 
endeavor  to  substitute  for  real  experiwice  a  new  philosophy,  we  are  forced 
to  the  conclusion  that  if  we  are  to  again  employ  those  who  are  idle  through 
no  fault  of  their  own,  we  must  recognize  that : 

Capital  goods  offers  the  most  fertile  field  for  such  employment. 

Employment  in  capital-goods  industries  is  possible  only  as  its  products  are 
sold. 

Such  products  can  be  sold  only  on  a  basis  of  prices  that  will  create  demand. 

Prices  must  be  based  on  cost  of  production. 

Employees  should  be  afforded  an  opportunity  to  earn  a  living  wage. 

To  produce  goods  at  a  price  which  will  create  demand,  an  increased  volume 
of  production  is  essential  at  a  unit  labor  cost  which,  without  reducing  the 
workman's  total  earnings  below  a  living  wage,  will  result  in  a  price  for  the 
product  that  will  make  it  salable. 

To  accomplish  this  result  will  require,  whether  we  like  it  or  not: 

(1)  The  lengthening  of  the  maximum  work  period; 

(2)  The  creation  of  working  conditions  so  flexible  as  to  permit  the  maxi- 
mum work  period  to  be  realized  in  actual  practice;  and 

(3)  A  wage  at  such  unit  cost  for  work  performed  that  will  permit  the 
sale  of  the  product,  the  workman  in  turn  having  the  opportunity  to  work 
sufficient  hours  to  make  a  living  wage  at  such  unit  cost,  and  the  assurance  of 
increasing  income  as  recovery  advances. 

There  are  present  indications  that  the  machinery  industry  may  now  enter 
upon  a  period  of  business  recovery.  A  loosening  of  credit  is  anticipated, 
and  with  a  return  of  confidence  in  the  prospect  of  profitable  enterprise  and 
conduct  of  business  increasing,  demand  for  capital  goods  with  attendant 
reemployment  in  raw  materials,  capital  goods,  consumer  goods,  and  service 
industries  will  be  realized. 
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There  is  ample  evidence  that  the  5  years  of  the  economic  depression,  during 
which  there  has  been  but  little  replacement  of  obsolete  and  worn  out  machinery 
and  equipment  throughout  all  American  industry,  has  resulted  in  a  tremendous 
volume  of  pent-up  orders  for  capital  and  durable  goods,  variously  estimated 
up  to  forty-six  billion  dollars.  Recently,  in  order  to  gage  the  volume  of  such 
pent-up  orders  in  the  machinery  industry  alone,  the  Machinery  and  Allied 
Products  Institute  commenced  a  detailed  survey  to  show  what  the  builders  of 
machinery  themselves  must  spend  for  machinery  to  replace  obsolescense  and 
wear  and  tear.  This  sur\'ey  is  giving  substantial  evidence  of  the  tens  of 
billions  of  dollars  of  capital  goods  orders  awaiting  release,  and  tends  in  a 
large  measure  to  support  current  estimates.  ,7, 

Under  such  circumstances,  mere  discussion  of  legislation  further  restricting 
the  work  week  tends  definitely  to  discourage  business  enterprises  and  confidence, 
and  to  retard  recovery.  The  enactment  of  any  sucdi  legislation  as  the  proposed 
thirty-hour  bill  would,  in  our  opinion,  result  in  the  immediate  loss  of  prog- 
ress thus  far  made,  and  occasion  a  dangerous  step  backward  in  directly  In- 
creasing the  unemployment  and  hardships  of  the  very  ones  whom  such  leg- 
islation is  intended  to  benefit. 

EXHIBIT   A.    ROSTER    TRADE    ASSOCIATION    MEMBERSHIP    IN    MACHINERY    AND    AIXUQD 

PB0OUCT8    INDUSTRY 

American  Machine  and  Parts  Association. 

American  Steel  Tire  Manufacturers  Association. 

Associated  Builders  of  Small  Locomotives. 

Association  of  Conveyor  and  Material  Preparation  Equipment  Manufacturers. 

Association  of  Manufacturers  of  Wood  Working  Machinery. 

Association  of  Roller  and  Silent  C^ain  Manufacturers. 

Association  of  Sprocket  Chain  Manufacturers. 

Bakery  Equipment  Manufacturers  Association. 

Beater,   Jordan,   and   Allied   Equipment   Manufacturers   Association. 

Caster  and  Floor  Truck  Manufacturers  Association. 

Cereal  Machinery  Association. 

Chemical  Engineering  Equipment  Institute. 

Coal  Cutting  Machine  Manufacturers  Association. 

Coal  Mine  Loading  Machine  Manufacturers  Association. 

Compressed  Air  Institute. 

Concrete  Mixer  Manufacturer's   Institute. 

Contractors  Pump  Manufacturers  Institute. 

Diamond  Core  Drill  Manufacturers  Association. 

Diesel  Engine  Manufacturers  Association. 

Dredge  and  Floating  Plant  Association. 

Electric  Overhead  Crane  Institute. 

Envelope  Machine  Manufacturers  Association. 

Gas-Powered   Industrial   Truck  Association. 

Hair   Clipper   Manufacturers   AiSsociation. 

Heat  Exchange  Institute. 

Hoist  Builders  Association. 

Hoisting  Engine  Manufacturers  Association. 

Hydraulic  Institute. 

Hydraulic  Machinery  Manufacturers  Association. 

Jack  Manufacturers  Association. 

Kiln,  Cooler,  and  Dryer  Manufacturers  Association. 

Locomotive  Appliance  Institute. 

Locomotive  Institute. 

Mechanical  Lubricator  Association. 

Mechanical  Press  Builders  Association. 

Mechanical  Scale  Removing  Association. 

Metal  Cutting  Tool  Institute. 

Multiple  V-Belt  Drive  Association. 

National  Association  of  Air  Filter  Manufacturers. 

National  Machine  Tool  Builders  Association. 

Oil  Field  Pumping  Engine  Manufacturers  Association. 

Power  Transmission  Association. 

Pulp  &  Paper  Machinery  Association. 

Pulverizing  Machinery  &  Equipment  Association. 
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Railway  Appliance  Manufacturers  Association. 

Railway  and  Industrial  Spring  Association. 

Reduction  Machinery  Association. 

Refrigerating  Machinery  Association. 

Rock  and  Ore  Crusher  Association. 

Rolling  Mill  Machinery  and  Equipment  Association. 

Saw  Mill  Machinery  Manufacturers  Association. 

Sewage  Treatment  Equipment  Association. 

Steam  Engine  Manufacturers  Association. 

Stoker  Manufacturers*  Association. 

Water  Meter  Institute. 

Waterpower  Equipment  Association. 

Water  Softener  &  Filter  Institute. 

Wire  Machinery  Builders  Association. 

EXHIBIT  B.  PROGRESS  TOWARD  REEMPLOYMENT  IN  THE  DURABLE  GOODS  INDUSTRIES 
NEH'  AFTER  DEDUCTINQ  BMLOYMENT  ON  P.  W.  A.  AND  R.  F.  C.  CJONSTRUOnON 
PBOJECTS 

Number  of  men  unemployed  in  durable  goods  industries :  * 

Julv    1933 5,  540, 000 

November    1934 4,  874, 000 

Reduction 666, 000 

Less  number  of  men  employed  on  P.  W.  A.  and  R.  F.  C.  projects 
in  October  1934:* 
On  P.  W.  A.: 

Direct 508,000 

Indirect H^,  000 

On  R.  F.  C:  .„  ..^ 

Direct . 1^.  000 

Indirect o.  <^ 

Total (^3,000 

Total  net  number  of  men  reemployed  July  1983  to  November 
1934 23,000 

1  Estimated  by  Leonard  P.  Ayres,  Cleveland  Trust  Co.     Employment  includes  work  on 
P    W    A    Droiects 
*«  Prom  U.  S.  Bureau  of  Labor  Statistics.     November  1934  figures  not  available. 
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EXHIBIT  D.  HOUBS  WORKED  AND  WAGE  EARNINGS  IN  DURABLE  GOODS  MANUFACTURING 

INDUSTRIES    SUMMARY 


EXHIBIT    O 


AVEBAOE  HOURLY  EARNINOS 

October  1929 

Febraary  1933 

July  1933 

November  1933 _.. , 

November  1934 :. 

Percent  Increase  November  1934  from  October  1929 

Percent  Increase  November  1934  from  July  1933 


AVERAGE  HOURS  Or  WORK  PVR  WEEK  PER  WAGE  EARNER 


October  1929 

February  1933 -i. 

July  1933 - 

November  1933 

November  1934 

Percent  decrease  November  1934  from  October  1929. 
Percent  decrease  November  1934  from  July  1933 


AVERAGE  WEEKLY  EARNINGS  PER  WEEK  PER  WAGE  EARNER 


October  1929 

February  1933. .I-U..:^:^..::..!.. 

July  1933 - 4- 

November  1933 

November  1934 

Percent  decrease  November  1934  from  October  1929. 
Percent  decrease  November  1934  from  July  1933 


Averape  for  Durable 

Goods  Mft 

.  Industries 

(7) 

(34) 

N.LC.B.i 

B.L.8.« 

$0,625 

(») 

.496 

$0,490 

.476 

.466 

.555 

.$47 

.619 

.584 

-1.0 

30.0 

25,6 

49.3 

(^ 

32.2 

3Z4 

39.9 

88.2 

33.5 

34.2 

33.4 

84.3 

32.2 

16.3 

12.6 

$30.89 

(») 

16.02 

$16. 70 

18.95 

18.27 

18.59 

18.67 

20.64 

2a  00 

33.3 

8.8 

9.5 

1  National  Industrial  Conference  Board. 

»  Bureau  of  Labor  Statistics.  U.S.  Department  of  Labor. 

•  Data  not  available  prior  to  November  1932. 

Senator  Austin.  Communications  from  the  following  have  been 
received  from  the  clerk  of  the  committee,  asking  for  an  opportunity 
to  appear  and  be  heard  in  opposition  to  the  bill : 

Tiie  Cotton  Textile  Institute,  Inc.  by  J.  P.  Babcock,  acting 
secretary. 

Consumers  Goods  Industries  Committee. 

The  National  Association  of  Furniture  Manufacturers,  by  P.  E. 
Kroehler,  president,  Kroehler  Manufacturing  Co.,  Chicago. 

Kobert  L.  Lum,  president,  National  Association  of  Manufacturers, 
New  York. 

Charles  F.  Brandt,  Qeveland,  Ohio. 

Robert  West,  president.  Riverside  Dan  River  Cotton  Mills,  Inc., 
Danville,  Va. 

George  J.  Earl,  secretary,  New  York  and  New  Jersey  Metal  Trades, 
126  Liberty  Street,  New  York  City. 

Institute  of  Carpet  Manufacturers  of  America,  Chrysler  Building, 
New  York  City. 

American  Rolling  Mill  Co.,  Charles  R.  Hook,  president,  Middle- 
town,  Ohio. 

Geometric  Tool  Co.,  James  W.  Hook,  president.  New  Haven,  Conn. 

Associated  Industries  of  Florida,  E.  T.  Roux,  president,  Jackson- 
ville, Fla. 

Manufacturers  Association  of  Oregon,  C.  Francis,  secretary, 
Portland,  Oreg. 
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Michigan  Manufacturers  Association,  John  L.  Lovett,  manager, 
Detroit,  Mich. 

Candy  Manufacturing  Industry  Code  Authority,  W.  Parker  Jones, 
attorney,  Union  Trust  Building,  Washington,  D.  C. 

American  Flyer  Manufacturing  Co.,  J.  E.  Cuff,  vice  president. 
South  Halsted  Street,  2219,  Chicago,  111. 

Ohio  Industrial  Association,  J.  J.  Dewy,  Cincinnati,  Ohio. 

C.  L.  Eyanson,  Hartford,  Conn. 

Cleveland  Woolen  Mills,  Cleveland,  Ohio. 

Machinery  and  Allied  Products  Institute,  Chicago,  by  John  W. 
O'Leary,  president. 

Manufacturers  Association  of  Hartford  County,  Sidney  E.  Cor- 
nelius, manager,  Hartford,  Conn. 

Employers^  Association  of  North  Jersey,  Newark,  N.  J. 

National  Federation  of  Textiles,  Peter  Van  Horn,  president,  10 
East  Fortieth  Street,  New  York  City. 

Associated  Industries  of  Cleveland,  William  Frew  Long,  manager, 
Cleveland,  Ohio. 

Ohio  Manufacturers  Association,  Charles  F.  Michael,  president,. 
Columbus,  Ohio. 

National  Metal  Trades  Association,  Chicago,  111. 
Tennessee  Manufacturers  Association,  Nashville,  Tenn. 
Southern  States  Industrial  Council,  John  E.  Edgerton,  president,. 
Nashville,  Tenn. 

Indiana  Manufacturers  Association,  H.  M.  Cochrane,  secretary, 
Indianapolis,  Ind. 

California  Manufacturers  Association,  O.  F.  Fisher,  president,. 
San  Francisco,  Calif. 

Anthracite  Institute,  L.  C.  Madeira,  director.  New  York  City. 

Associated  Industries  of  Missouri,  Elmer  Donnell,  vice  president, 
St.  Louis,  Mo. 

Federated  Industries  of  Washington,  D.  C.  Botting,  manager. 
Seattle,  Wash. 

Iowa  Manufacturers  Association,  E.  A.  Kimball,  manager,  Des 
Moines,  Iowa. 

Colorado  Manufacturers  and  Merchants  Association,  Denver,  Colo. 
Associated  Industries  of  Kentucky,  C.  C.  Ousley,  secretary,  Louis^ 
ville,  Ky. 

American  Cotton  Manufacturing  Association,  Wm.  M.  McLaurine. 
secretary,  Charlotte,  N.  C. 

Manufacturers  Association  of  New  Jersey,  W.  C.  Billman,  secre- 
tary,  Trenton,  N.  J. 

Louisiana  Manufacturers  Association,  Sam  B.  Dunbar,  manaeer. 
New  Orleans,  La.  ^  t>    y 

Southern  Hosiery  Association,  T.  R.  Durham,  secretary,  Charlotte, 

Hardwick  Woolen  Mills,  Inc.,  Cleveland,  Tenn. 
Manuacturers  &  Employers  Association,  Mary  A.  Miller,  secre- 
tary, Pierre  S.  Dak. 

Minnesota  Employers  Association,  A.  V.  Williams,  secretary,  St 
Paul,  Mmn.  *" 

Associated  Industries  of  New  York  State,  Albany,  N.  Y. 
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Toy  Manufacturei:s  Association,  James  L.  Fri,  dir^tof ,  New  York 
Citv.     "'"'^'  '-^^    '  .»''^.,^...fi 

Leeds  &  Xorthriip  Co.,  Morris  E.  Leeds,  Philadelphia,  Pa. 

The  clerk  of  our  committee  has  replied  to  these  communications 
by  telegram,  affording  an  opportunity  to  tile  briefs. 

Senator  Neely.  The  subject-matter  of  the  pending  bill  was  thor- 
oughly investigated  by  a  committee  of  the  Senate  in  January  1933. 
The  evidence  whicli  was  then  taken  is  available  to  all  of  the  Members 
of  the  Congress.  The  testimony  that  has  been  adduced  during  the 
last  week  of  the  present  hearing  is  largely  a  repetition  of  that  which 
was  submitted  a  year  ago.  The  subcommittee  has  granted  the  re- 
quests of  spokesmen  of  all  important  industries,  interests,  and  or- 
ganizations to  express  their  views  either  orally  or  in  writing.  It  is 
inconceivable  that  the  subcommittee  coidd  serve  any  good  purpose 
by  indefinitely  continuing  to  hear  exi)ressions  of  opinion  which  have 
been  written  into  the  record  again  and  again.  Inasmuch  as  it  does 
not  appear  that  anyone  has  anything  new  to  offer,  this  hearing  is 
concluded  and  the  subcommittee  adjourns  sine  die. 

A  meeting  w411  be  called  early  next  week  for  the  purpose  of  deter- 
mining what  report  the  subcommittee  shall  make  to  the  full  Com- 
mittee on  the  Judiciary. 

Are  there  any  objections  to  the  action  suggested  by  the  Chair? 
If  not,  the  subcommittee  stands  adjourned. 

(Thereupon,  at  11:45  a.  m.,  the  subcommittee  adjourned.) 
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